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AGRICULTURAL  IMPLICATIONS  OF  RENEWED 

TRADE  WITH  CUBA 


THURSDAY,  MAY  19,  1994 

House  of  Representatives, 
Subcommittee  on  Foreign  Agriculture  and  Hunger, 

Committee  on  Agriculture, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  9:30  a.m.,  in  room 
1302,  Longworth  House  Office  Building,  Hon.  Timothy  J.  Penny 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  McKinney,  Allard,  Lewis,  and  Canady. 

Staff  present:  John  E.  Hogan,  minority  counsel;  Dale  Moore,  mi- 
nority legislative  coordinator;  Glenda  L.  Temple,  clerk;  Jane  Shey, 
James  A.  Davis,  Xavier  Equihua,  and  Lynn  Gallagher. 

OPENING  STATEMENT  OF  HON.  TIMOTHY  J.  PENNY,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  MIN- 
NESOTA 

Mr.  Penny.  The  subcommittee  will  come  to  order. 

In  recent  months,  especially  since  the  resumption  of  trade  rela- 
tions with  Vietnam,  there  has  been  much  discussion  and  a  good 
deal  of  controversy  surrounding  the  issue  of  the  U.S.  trade  embargo 
on  Cuba.  I  called  this  hearing  in  order  to  address  a  dimension  of 
the  debate  which  is  of  great  concern  to  this  subcommittee,  but 
which  has  not  been  thoroughly  examined,  and  that  is  the  agricul- 
tural implications  of  renewed  trade  with  Cuba. 

Many  economists  expect  that  the  normalization  of  trade  relations 
with  Cuba  would  have  a  very  significant  impact  on  the  agricultural 
sectors  of  both  countries.  Only  tourism  would  be  more  greatly  af- 
fected than  the  agricultural  industry.  I  think  it  is  important  to  un- 
derstand the  precise  ways  in  which  United  States  agriculture  can 
be  expected  to  benefit,  as  well  as  the  ways  in  which  it  might  suffer, 
from  potential  trade  with  Cuba. 

This  country  of  over  10  million  people,  just  90  miles  from  our 
shores,  will  eventually  be  a  trading  partner  and  a  trade  competitor. 
I  am  convinced  it  is  not  a  matter  of  whether  but  a  matter  of  when. 
We  must  anticipate  these  developments  and  understand  their  im- 
plications as  we  consider  our  policy  toward  Cuba. 

Our  subcommittee  is  anxious  to  learn  more  about  this  subject 
and  we  welcome  the  testimony  of  the  economists  who  have  studied 
Cuban  agricultural  and  trade  issues.  I  am  also  pleased  to  be  able 
to  hear  from  representatives  of  the  private  sector  who  can  comment 
on  the  perspective  from  their  industries. 

(l) 


At  the  outset,  we  have  two  or  three  Members  of  Congress  who 
have  expressed  interest  in  testifying  at  this  morning's  hearing.  The 
Honorable  Charles  Rangel  who  will  be  here  shortly,  and  I  under- 
stand has  a  health  markup,  so  he  will  not  be  with  us  for  long  I 
imagine. 

We  also  have  Congressman  Menendez  and  Congressman  Diaz- 
Balart.  We  will  start  with  Mr.  Menendez,  since  you  and  Mr.  Diaz- 
Balart  are  the  two  who  are  here  already  and  we  will  proceed  with 
the  understanding  that  your  entire  written  remarks  will  be  in- 
cluded in  the  record  and  that  we  would  ask  that  you  summarize 
your  statement  for  the  subcommittee  this  morning. 

STATEMENT  OF  HON.  ROBERT  MENENDEZ,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  JERSEY 

Mr.  MENENDEZ.  Well,  thank  you,  Mr.  Chairman.  I  appreciate 
that  my  entire  testimony  will  be  in  the  record  and  this  opportunity 
to  testify.  I  hope  the  subcommittee  will  accept  my  testimony  in  the 
context  of  Cuba's  reality  today. 

In  my  view,  agricultural  trade  with  Cuba  means  United  States 
trade  with  a  Cuban  Government  in  transition  away  from  a  com- 
mand economy  and  Communist  dictatorship  to  a  market  economy 
and  political  democracy.  It  further  means  trade  based  on  currency 
transactions  for  agricultural  commodities  rather  than  the  barter 
transactions  characteristic  of  Cuban-Russian  sugar-for-oil  deals. 

Cuba  is  in  the  midst  of  her  worst  economic  crisis  in  history.  Ab- 
sent the  vanished  Soviet  free  ride  of  30  years,  the  Castro  regime 
is  broke,  heavily  in  debt,  and  uncreditworthy  by  any  standard. 
Cuba  is  nearly  incapable  of  trading  anything  at  all  at  the  moment. 
According  to  the  Cuban  Government's  own  estimates — not  statis- 
tics, because  the  government  has  not  released  statistics  since 
1989— Cuban  exports  have  shrunk  from  $5.4  billion  in  1989  to  $1.7 
billion  in  1993. 

Of  this  figure,  the  government  requires  a  minimum  of  $1  billion 
to  purchase  imports  of  food  and  oil  for  subsistence.  The  balance  is 
required  for  the  purchase  of  inputs,  such  as  chemicals  and  fer- 
tilizers, required  for  the  production  of  exportable  goods. 

The  harvest  of  Cuba's  one  cash  crop  and  main  source  of  foreign 
exchange,  sugar,  has  shrunk  to  less  than  one-half  of  1960  levels. 
The  1993  harvest  yielded  just  4.2  billion  tons,  a  50-percent  decline 
from  1990  levels.  National  income  has  shrunk  by  the  same  amount 
since  the  fall  of  the  Soviet  Union  and  the  former  East  Bloc. 

Imports  have  shrunk  over  75  percent  in  the  last  4  years  from 
$8.1  billion  to  under  $2  billion  in  1993.  Industrial  production  has 
shrunk  an  incredible  80  percent  and  will  not  improve,  as  spare 
parts  from  the  former  East  Bloc  are  being  cannibalized  for  other 
purposes.  If  you  believe  our  Russian  friends,  Cuba's  international 
hard  currency  debt  stands  at  $40  billion,  $8  billion  of  which  is 
owed  to  the  Paris  Club  of  mainly  Western  European  creditor  na- 
tions. 

In  short,  the  Castro  regime  can  barely  conduct  normal  trade.  It 
cannot  feed  the  Cuban  people.  It  neither  grows  enough  food  nor 
generates  enough  money  to  purchase  the  food  its  citizens  require. 
Cubans  struggle  every  day  just  to  survive  and  get  a  bite  to  eat. 


And  since  the  Cuban  economy  is  in  ruins,  the  black  market  is  now 
the  major  source  of  food  on  the  island. 

In  that  respect,  there  is  a  new  particularly  draconian  measure, 
Decree-Law  149,  that  has  just  been  issued  in  Cuba  to  crack  down 
on  black  marketeers.  The  government  says  its  purpose  is  to,  "move 
against  hoarders  by  seizing  their  ill-gotten  goods."  And  Cuban  tele- 
vision 1  week  ago  stated,  "This  launches  a  unique  and  vigorous  ef- 
fort that  gives  continuity  to  the  collective  efforts  of  the  revolution- 
ary process  to  preserve  social  discipline." 

I  think  the  last  thing,  Mr.  Chairman,  the  Cuban  people  need  on 
top  of  hunger  and  malnutrition  is  more  repression.  Unfortunately, 
measures  such  as  Decree-Law  149  seems  to  place  a  nail  in  the  cof- 
fin of  reform.  Meanwhile,  the  regime  has  further  centralized  the 
economic  decisionmaking  process.  Sadly,  I  think  that  many  people, 
who  are  what  I  call  the  regime's  apologists,  keep  singing  the  same 
old  tune  while  the  people  suffer. 

I  think  there  is  one  important  thing,  particularly  in  this  commit- 
tee, some  analysts  suggest  that  the  Basic  Units  of  Production  or 
UBP's,  State  cooperatives  which  were  instituted  last  fall  promise  to 
bail  out  Cuban  agriculture  from  its  miserable  state.  In  the  UBP's, 
the  state  controls  all  the  inputs  and  most  of  the  outputs  of  the 
farmer. 

UBP's  are  modeled  after  the  sovhoz  cooperative  farms  of  the 
former  Soviet  Union  of  the  1940's  and  1950's.  The  land  is  granted 
to  the  farmer  in  perpetuity  for  exploitation  or  production  only.  No 
private  property  is  transferred.  Farmers  have  no  titles.  These  are 
not,  I  believe,  Mr.  Chairman,  genuine  cooperatives. 

It  is  my  understanding  that  these  cooperatives  have  resulted  in 
no  appreciable  increase  in  agricultural  production.  Perhaps  some  of 
our  subsequent  witnesses  that  the  committee  will  have  can  testify 
or  perhaps  present  strong  evidential,  statistical  data  for  the  record 
to  the  contrary.  I  think  it  is  high  time  that  when  we  look  at  this 
issue,  that  those  who  praise  the  experiments  of  a  regime  such  as 
Cuba's  backed  up  their  opinions  with  hard  data. 

Let  me  go  to,  in  closing,  in  order  to  observe  the  chairman's  re- 
quest for  5  minutes,  I  would  like  to  Mr.  Chairman  say,  we  ought 
to  be  more  concerned,  frankly,  with  the  implications  of  various  sce- 
narios of  transition  in  Cuba.  I  think  the  United  States  must  pre- 
pare today  for  a  transition  in  Cuba  tomorrow.  We  ought  to  focus 
on  the  implications  for  the  United  States  of  the  pending  agricul- 
tural and  humanitarian  crisis  in  Cuba. 

The  Cuban  people  are  hungry.  When  they  get  sick,  they  don't 
have  medicine,  not  even  the  basics  such  as  aspirin.  Castro  blames 
this  is  on  the  United  States  embargo,  but  I  think  the  Cuban  people 
know  better,  and  some  might  tell  Castro  about  a  slogan  we  had 
here  in  the  last  Presidential  campaign:  "It's  the  economy,  stupid." 

I  have  tried  earnestly  to  come  up  with  a  solution  to  a  post-Castro 
Cuba  and,  to  that  end,  I  have  introduced  a  bill  which  is  part  of  the 
committee's  jurisdiction.  I  believe  it  was  referred  to  here.  H.R. 
2758,  the  Free  and  Independent  Cuba  Assistance  Act.  And  very  ba- 
sically, this  bill  seeks  to  establish  a  proactive,  two-tiered  United 
States  assistance  program  to  the  Cuban  people. 

It  seeks  first  to  provide  emergency  relief  including  food,  medi- 
cine, and  other  humanitarian  supplies,  and  military  adjustment  as- 


sistance  to  the  Cuban  people  when  the  President  certifies  that  a 
transition  government  exists  in  Cuba.  And  last,  it  would  provide  a 
more  elaborate  package  of  assistance,  including  participation  in 
international  monitory  funds  to  a  democratic  government  in  Cuba. 

In  closing,  I  want  to  say,  Mr.  Chairman,  that  I  appreciate  your 
hearing  today  on  the  agricultural  side  of  this  question.  But  if  we 
are  ever  to  honestly  look  at  the  possibilities  of  entertaining  agricul- 
tural trade  with  Cuba,  especially  recognizing  its  present  economic 
set  of  circumstances — even  the  facts  as  they  exist — what  we  should 
be  looking  at  is  being  prepared  to  help  in  a  transition  to  both  ease 
the  pain  and  then  prepare  a  foundation  for  a  Cuba  with  which  in 
fact  the  United  States  would  have  some  positive  trade  relation- 
ships, including  agricultural  ones. 

Thank  you. 

[The  prepared  statement  of  Mr.  Menendez  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Penny.  Thank  you  for  your  testimony,  and  we  appreciate  the 
thoughtful  contribution  you  have  made  to  the  debate  by  the  intro- 
duction of  your  legislation.  As  you  did  acknowledge,  we  are  not  re- 
viewing any  particular  bill  this  morning,  but  trying  to  take  a  broad 
view  of  the  necessary  questions  that  need  to  be  asked  as  the  poten- 
tial change  within  Cuba  presents  itself  and  as  our  country  con- 
templates a  changing  policy  toward  Cuba. 

Mr.  Rangel,  I  understand  that  you  have  a  markup  in  a  few  min- 
utes and  I  am  just  curious  to  know  whether  Mr.  Diaz-Balart  would 
mind  if  we  let  you  testify. 

Mr.  Diaz-Balart.  No  problem.  It  would  be  a  pleasure. 

Mr.  Penny.  Mr.  Rangel. 

STATEMENT  OF  HON.  CHARLES  B.  RANGEL,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Rangel.  Thank  you,  Mr.  Chairman.  Let  me  thank  you  for 
the  courtesy  that  you  are  giving.  We  are  marking  up  a  health  bill, 
but  I  just  don't  like  people  who  always  seem  to  have  more  impor- 
tant things  to  do  than  what  we  want  them  to  do. 

I  want  to  thank  you,  Mr.  Chairman,  for  bringing  up  this  very 
sensitive  and  indeed  emotional  issue  as  to  how  we  use  trade  and 
embargoes  and  the  bargaining  of  food  and  medicine  in  order  to  ob- 
tain a  political  goal.  As  you  know,  I  have  introduced  H.R.  2229, 
which  is  an  effort  to  normalize  the  relationship  with  Cuba,  taken 
in  consideration  of  course  human  rights,  but  recognizing  that  this 
embargo  that  has  been  on  for  34  years,  the  reason  that  we  put  it 
on  no  longer  exists  and  certainly  it  has  not  been  effective  in  terms 
of  reaching  the  goals  that  some  people  wanted  to  reach. 

I  constantly  hear  as  to  whether  or  not  it  is  hypocritical  to  advo- 
cate an  embargo  in  Haiti  and  not  one  in  Cuba,  but  I  don't  see  any 
inconsistency.  The  fact  is  that  we  had  hoped  that  this  small  half 
island  country  in  Haiti,  by  having  an  effective  embargo  there,  that 
we  would  cause  pain  to  the  entire  community  and  force  the  army 
to  realize  that  we  were  very  serious  about  restoring  democracy  and 
President  Aristide  to  Haiti. 

But,  obviously,  our  so-called  embargo  was  filled  with  flaws  be- 
cause, even  today,  over  a  year  later,  once  again  we  are  saying  we 
are  having  an  embargo  and  it  showed  just  how  ineffective  we  were. 


This  embargo  now  means  that  we  are  going  to  go  to  the  Domini- 
can Republic  and  ask  them  to  tighten  up  the  borders.  Well,  my 
God,  this  should  have  been  done  immediately.  We  are  now  going 
to  cut  the  credit  of  the  thugs  who  are  in  charge  of  the  coup  so  that 
they  can't  drink  champagne  and  eat  caviar  and  dance  in  Miami.  I 
would  have  thought  that  would  have  been  done. 

And  of  course  we  also  are  promising  to  restrict  aircraft,  commer- 
cial aircraft  there.  And  the  last  thing  is  that  we  are  going  to  ask 
50  United  States  companies  that  do  business  in  Haiti  to  withdraw. 

And  so  we  never  really  had  an  embargo  there  and  even  with  it, 
we  always  specifically  exempted  medicine  and  food  from  the  Hai- 
tian embargo.  In  Cuba,  on  the  other  hand,  we  merely  have  a  politi- 
cal thing  over  there.  There  is  no — this  hearing  and  other  hearings 
will  remind  America  that  there  is  still  a  Cuba  there  and  that  even 
though  the  cold  war  is  over,  there  are  some  people  that  just  feel 
the  necessity  at  least  to  find  one  Communist  to  beat  on. 

I  don't  understand  the  concept  as  to  now  that  you  know  that  the 
economy  is  bad,  what  difference  does  it  make  whether  a  child  or 
a  parent  dies  because  of  the  embargo  or  because  Castro  is  just  a 
lousy  leader.  And  if  it  is  the  latter,  what  do  we  think  that  we  are 
as  people  supposed  to  do  when  indeed  it  is  the  military  that  has 
the  guns? 

And  if  anybody  is  going  to  starve  in  Haiti  or  in  Cuba,  it  certainly 
is  not  going  to  be  the  soldiers.  I  think  what  has  happened  in  recent 
years  is  that  America  is  just  refusing  to  say  we  have  won  the  cold 
war.  There  are  giant  international  issues  that  we  are  going  to  have 
to  face. 

And  one  of  the  things  that  I  think  President  Clinton  was  saying, 
and  the  Congress  agreed,  is  that  trade  is  now  going  to  be  the  major 
competitive  fight  that  we  are  going  to  have  as  we  see  the  European 
common  market  developing  and  see  the  advancements  that  have 
been  made  in  Asia  and  to  see  the  lack  of  competition  and  produc- 
tivity that  we  have  had  in  this  hemisphere. 

In  Haiti,  as  in  Cuba,  as  in  the  Caribbean,  there  has  been  a  point 
of  transshipment  for  drugs  coming  into  the  United  States.  We  de- 
veloped a  Caribbean  Basin  Initiative  and  excluded  Cuba  and  they 
stayed  out  of  it.  And  it  just  seems  to  me  that  Cuba  no  longer  rep- 
resents a  threat  to  our  national  interests. 

And  while  we  should  never  renege  on  our  promises  to  improve 
and  indeed  should  protect  human  rights,  it  seems  to  me  that  the 
best  way  to  get  rid  of  Castro  is  to  remove  that  excuse  that  he  has 
that  it  is  the  embargo,  and  indeed  to  exchange  students,  to  ex- 
change cultures,  to  allow  the  American  system  to  be  the  showcase, 
not  just  of  the  Caribbean,  but  of  the  entire  world. 

And  I  am  certain  that  people  who  are  able  to  see  what  America 
got  to  offer  will  have  no  problem  in  deciding  which  form  of  govern- 
ment they  want,  the  Socialist  Communist  as  headed  by  Castro  or 
the  things  the  free  world  believe  in. 

So  one  of  the  areas  that  America  has  excelled  has  been  in  agri- 
culture, and  hundreds  of  millions  of  dollars  have  been  lost  while 
others  who  enjoy  freedom,  and  we  have  trade  agreements  with,  are 
trading  with  Cuba,  and  yet  we  deny  our  farmers  in  America  to  par- 
ticipate in  that  trade. 


I  don't  see  how  a  hungry  people  can  bring  down  a  dictator  when 
the  dictator  is  the  one  with  the  guns.  I  think,  however,  that  Amer- 
ica should  be  strong  enough  that  she  would  be  able  to  bring  down 
the  dictatorship  just  based  on  our  form  of  government. 

I  thank  you,  Mr.  Chairman.  And  I  ask  unanimous  consent  that 
my  written  statement  be  entered  into  the  record. 

Mr.  Penny.  Without  objection.  We  do  thank  you  for  your  partici- 
pation and  understand  that  you  have  a  very  tight  schedule  this 
morning.  So  thank  you  for  coming  by. 

Mr.  Rangel.  Thank  you  again. 

[The  prepared  statement  of  Mr.  Rangel  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Penny.  Mr.  Diaz-Balart,  your  testimony  please. 

STATEMENT  OF  HON.  LINCOLN  DIAZ-BALART,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  FLORIDA 

Mr.  Diaz-Balart.  Thank  you,  Mr.  Chairman,  members  of  the 
subcommittee.  I  commend  you,  Mr.  Chairman,  for  focusing  on  this 
issue  which  is  of  great  importance  to  our  country. 

And  as  you  know,  distinguished  members  of  subcommittee,  be- 
fore Castro  took  power,  there  was  a  great  trade  relationship  be- 
tween the  Republic  of  Cuba  and  the  United  States  of  America. 
There  was  in  fact  a  preferential  treatment  given  the  Republic  of 
Cuba  by  the  United  States.  A  relationship  that  had  been  obtained 
by  the  Republic  of  Cuba  through  many  years  of  negotiations  and 
effort  and  a  very  close  historic  as  well,  obviously,  as  a  geographic 
relationship  with  the  United  States. 

In  fact,  it  was  a  truly  enviable  situation  that  the  Republic  of 
Cuba  had  to  the  extent  that  approximately  3  million  tons  of  the 
sugar  production  of  the  Republic  of  Cuba  would  be  purchased  on 
an  annual  basis  by  the  United  States  at  above-world-market  prices. 
As  I  say,  it  was  an  enviable  situation  that  other  sugar  producers 
in  the  world  would  often  make  very  clear  that  they  not  only  ad- 
mired but,  as  I  say,  envied. 

The  situation  today,  Mr.  Chairman,  and  members  of  the  sub- 
committee, in  the  words  of  a  poet  who  recently  was  in  our  city,  the 
situation  today  in  Cuba  is  simply  indescribable.  What  was  before 
the  Castro  regime's  destruction  of  the  nation,  and  a  substantial  ag- 
ricultural producer  and  exporter,  not  only  of  sugar  among  the  top 
exporters  in  the  world. 

Just  to  point  out  an  anecdote,  in  the  early  1950's,  a  type  of  eco- 
nomic crisis  developed  in  Cuba  because  far  exceeding  all  plans, 
sugar  production  surpassed  8  million  tons,  lowering  the  price  that 
caused  the  crisis.  How  do  we  stop  production  at  8  million  tons  be- 
cause it  is  ruining  our  plans  and  is  going  to  ruin  the  plans  that 
we  have  foreseen  and  the  price  we  had  foreseen  based  on  our  pro- 
duction. 

The  situation  today  with  a  total  mobilization  of  the  entire  soci- 
ety, estimates  converge  around  4  million,  in  other  words  one-half, 
4  million  tons  in  sugar  production  and  that  is  with  a  mobilization 
of  an  entire  society  for  the  maximum  amount  of  time  possible  for 
the  sugar  quota.  In  addition  to  that,  what  was  before  an  agricul- 
tural exporter  of  rice  and  of  cattle,  even  of  citrus  and  of  vegetables, 
has   now   become   a   nation   seeking  handouts,   seeking  handouts 


wherever  representatives  of  the  dictatorship  are  given  an  audience: 
Handouts  in  food,  handouts  in  credits,  all  sorts  of  handouts. 

It  has  become  the  Cuban  dictatorship,  a  beggar  government,  and 
it  has  become  a  beggar  government  from,  as  I  said,  what  was  be- 
fore a  prosperous  nation. 

So  it  is  very  important  to  focus  in  on  this  issue,  Mr.  Chairman. 
I  think  that  Congressman  Menendez's  bill  provides  a  framework  for 
what  will  inevitably  be  the  resumption  of  a  mutually  beneficial — 
leading  to  prosperity  for  both  nations — relationship,  agricultural 
relationship  between  Cuba  and  the  United  States.  And  I  think  a 
few  minor  points  are  important  to  keep  in  mind. 

Because  of  the  indescribable  destruction  of  Cuba,  which  I  would 
have  to  take  to  much  more  than  5  minutes  to  get  into  the  details 
of,  the  cause  of  the  indescribable  destruction  of  a  nation  is  not  the 
policy  of  one  government,  our  Government,  of  not  permitting  our 
business  community  to  profit  from  the  oppression  of  the  Cuban 
people,  the  so-called  commercial  embargo.  Our  unilateral  commer- 
cial embargo  on  Castro  is  not  the  cause  of  the  indescribable  de- 
struction of  the  Cuban  nation  and  the  suffering  and  the  oppression 
of  the  Cuban  people. 

I  am  convinced  that  there  will  again  be  a  great  relationship  be- 
tween a  sovereign  Cuba,  an  independent  Cuba  and,  obviously,  a 
sovereign,  proud,  and  independent  United  States  of  America  in  the 
future  as  there  was  in  the  past. 

I  think  that  the  best  way  that  we  could  conceivably  prevent  a 
friendly  relationship  to  one  day  resume,  hopefully  soon,  the  best 
way  that  we  could  do  that  would  be  to  stop  at  this  point  our  policy 
of  demonstrating  solidarity  with  the  Cuban  people  by  preventing 
our  business  community  from  profiting  from  the  oppression  of  the 
Cuban  people. 

Our  business  people,  by  our  embargo,  are  not  permitted  to  profit 
from  the  lack  of  right  of  association  and  unionization  and  collective 
bargaining,  in  fact,  the  slave  labor  of  the  Cuban  people.  That  is 
what  our  embargo  does.  It  stands  as  a  signal  and  a  sign  and  a  bea- 
con of  solidarity  with  an  oppressed  people  from  a  very  generous 
people,  the  United  States  of  America,  that  has  had  not  only  geo- 
graphically, but  as  I  stated  before,  historically,  a  very  close  rela- 
tionship to  the  Cuban  people. 

When  the  Cuban  people  stood  alone  in  the  19th  century  and 
fought  for  100  years  against  Spanish  colonialism,  100  years.  At  the 
end  of  the  100-year  struggle,  there  was  one  people  that  helped 
them  obtain  their  independence,  one  Nation:  The  United  States  of 
America.  The  Cuban  people  remember  that.  They  will  remember 
that  obviously  for  always.  And  I  think  they  will  remember  in  the 
future  that,  at  this  stage,  when  most  of  the  world  not  only  failed 
to  cover  the  story,  cover  the  story  of  the  destruction  of  that  nation, 
to — in  the  words  of  the  poetess,  an  indescribable  state,  but  there 
was  one  people  that  stood  with  the  Cuban  people  and  told — at  least 
told  its  business  community,  you  won't  profit  from  the  oppression 
of  the  people. 

I  think  we  have  to  maintain  that  policy  and,  hopefully,  we  won't 
have  to  maintain  it  for  long  because  I  am  convinced  that  the  Cuban 
people  will  soon  be  free  as  the  people  of  Eastern  and  Central  Eu- 
rope threw  off  and  overcame  the  yoke  of  oppression,  and  that  the 
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historic  and  close  ties  between  our  peoples  will  be  able  to  soon  re- 
sume. 

I  thank  you,  Mr.  Chairman,  for  this  opportunity  to  have  testified 
before  you  today  and  members  of  the  subcommittee. 

Mr.  Penny.  Thank  you  both  for  your  presence  this  morning.  And 
we  also  appreciate  the  contribution  that  Mr.  Menendez,  in  terms 
of  the  legislation  he  has  introduced,  and  if  we  were  to  hold  further 
hearings  on  legislation,  we  will  definitely  contact  your  office  and 
work  with  you  in  that  regard. 

Mr.  Diaz-Balart.  Thank  you  very  much. 

Mr.  Menendez.  Thank  you. 

Mr.  Penny.  With  that,  we  would  like  to  call  forward  the  second 
panel  of  witnesses,  Dr.  Carmen  Diana  Deere,  director,  Latin  Amer- 
ican studies,  University  of  Massachusetts;  Dr.  Gillian  Gunn,  re- 
search associate,  center  for  Latin  American  Studies,  Georgetown 
University;  Mr.  William  Messina,  executive  coordinator,  inter- 
national agricultural  trade  and  policy  center,  University  of  Florida. 

I  would  ask  that  you  summarize  your  remarks  and  try  to  stay 
within  the  5-minute  timeframe,  allowing  then  plenty  of  opportuni- 
ties for  questions,  and  your  entire  written  statements  will  be  in- 
cluded in  the  subcommittee  record. 

We  will  start  with  you,  Dr.  Deere,  and  then  proceed  with  the  oth- 
ers. 

STATEMENT  OF  CARMEN  DIANA  DEERE,  PROFESSOR,  ECO- 
NOMICS, AND  DIRECTOR,  LATIN  AMERICAN  STUDIES,  UNI- 
VERSITY OF  MASSACHUSETTS 

Ms.  Deere.  Good  morning,  Mr.  Chairman  and  members  of  the 
subcommittee.  I  am  pleased  to  provide  testimony  before  this  House 
subcommittee.  I  have  worked  on  Cuban  agricultural  issues  for  a 
number  of  years.  Since  1991,  I  have  been  conducting  fieldwork  in 
three  municipalities  of  Cuba,  affiliated  with  the  rural  research 
team  at  the  University  of  Havana. 

We  have  been  following,  at  the  local  level,  the  process  of  reform 
that  has  taken  place.  And  I  can  say  without  hesitation  that  the 
most  important  change  in  Cuban  agricultural  policy  occurred  in 
September  1993,  when  Cuba's  huge  State  farm  sector  was,  for  all 
effects  and  purposes,  privatized. 

I  will  argue  that  this  reform  is  as  potentially  significant  a  devel- 
opment as  was  the  reform  of  the  Chinese  commune  system  in  the 
late  1970's.  Moreover,  I  believe  this  reform  should  contribute  to- 
ward Cuba's  stability  and — if  the  United  States  embargo  against 
Cuba  were  lifted — its  viability  as  a  United  States  trading  partner. 

Let  me  turn  now  to  why  this  reform  is  so  significant.  First,  it  in- 
volves 74  percent  of  Cuba's  agricultural  land.  Moreover,  it  can  po- 
tentially affect  half  a  million  workers.  Second,  it  represents  a  sig- 
nificant ideological  shift  on  the  part  of  the  Cuban  Government. 
Since  1962,  state  farms  have  always  been  viewed  as  a  superior 
form  of  socialist  production.  The  Cuban  leadership  is  finally 
admiting  that,  under  the  current  circumstances,  the  private  sector 
is  much  more  productive. 

Third,  I  think  it  shows  pragmatism  on  the  part  of  the  leadership. 
Under  the  conditions  where  petroleum  imports  have  been  halved, 
fertilizer  imports  are  less  than  one-quarter  of  normal  levels,  and 


animal  feed  imports  less  than  one-third,  under  these  conditions, 
the  state  farms  are  no  longer  viable. 

Well,  what  does  the  reform  consist  of?  I  call  it  privatization 
through  cooperativization.  Its  main  features  are  as  follows.  First, 
state  farmworkers  have  been  given  the  opportunity  to  form  what 
are  called  basic  units  of  cooperative  production  by  leasing  land 
from  the  state  rent  free.  This  land  is  given  in  permanent  usufruct. 
The  land  still  remains  national  property. 

A  second  aspect,  and  I  think  this  is  the  most  convincing  or  most 
compelling  that  we  are  seeing  something  different  here,  is  that 
these  cooperative  units  have  been  given  the  possibility  of  buying 
their  own  means  of  production,  other  than  land.  They  have  been 
provided  with  very  generous  credit  to  purchase  the  farm  equip- 
ment, the  installations,  irrigation  systems,  the  investment  in  pe- 
rennial crops,  etc.  that  belonged  to  the  state  farms.  In  other  words, 
they  are  becoming  collective  owners  but  with  private  property 
rights  over  those  means  of  production. 

Third,  the  co-op  members  are  the  owners  of  what  they  produce. 
They  must  negotiate  production  plans  with  the  relevant  state  en- 
terprise in  terms  of  what  they  are  going  to  plant.  They  can  only 
purchase  inputs  from  these  same  state  enterprises  and  they  may 
only  sell  their  production  to  the  state  procurement  agency.  How- 
ever, the  profits  which  they  generate  are  their  own  to  divide  among 
the  membership. 

This  is  a  significant  difference  from  the  state  farm  structure  that 
existed  only  1  year  ago  and  I  think  supports  the  validity  of  calling 
these  potentially  real  production  co-ops. 

Finally,  the  new  units  of  production  elect  their  own  management 
team  from  among  their  own  membership.  Workers  make  their  own 
decisions  about  how  and  when  to  plant  and  they  do  have  total  con- 
trol over  their  self-sufficiency  plots,  which  amount  to  about  67  hec- 
tares on  most  of  these  farms. 

In  my  written  testimony,  I  provide  details  on  how  the  reform  has 
actually  been  implemented  and  on  its  future  prospects. 

I  want  to  take  a  couple  of  minutes  to  compare  the  reform  in 
Cuba  with  that  in  China  because,  as  I  mentioned  at  the  outset,  I 
consider  the  cooperativization  of  the  Cuban  state  farms  potentially 
as  significant  a  reform  as  the  Chinese  reform  of  the  communes. 

There  are  also  a  number  of  similarities  between  the  two  proc- 
esses. The  most  similar  is  that,  in  both  cases,  ownership  of  land 
has  remained  nationalized.  Where  they  differ  is  that  in  the  Chi- 
nese, usufruct  rights  passed  from  the  commune  to  the  individual 
household;  in  the  Cuban  case,  usufruct  rights  are  passing  from  the 
state  to  new  collective  units,  the  production  cooperative. 

In  both  Cuba  and  China,  the  state  retains  a  critical  role  in  plan- 
ning production.  Farmers  sign  a  contract  to  sell  an  agreed  upon 
amount  of  their  primary  production  to  the  state  at  state-deter- 
mined prices.  However,  in  the  Chinese  case,  above-plan  production 
of  grain  may  be  sold  at  market  determined  prices. 

In  Cuba,  currently,  above-plan  production  of  all  crops  may  legally 
only  be  sold  to  the  state,  although  at  higher  prices  than  that  gov- 
erning planned  production.  This,  to  me,  is  one  of  the  major  prob- 
lems in  the  reform,  and,  of  course,  only  helps  feed  the  black  market 
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in  foodstuffs.  I  am  convinced  that  one  of  the  next  reforms  that  we 
are  going  to  see  is  a  legalization  of  sales  of  above-plan  production. 

A  final  similarity  is  that  the  state  continues  to  play  a  major  role 
in  the  provision  of  agricultural  inputs  and  services,  although  the 
state's  role  with  respect  to  the  latter,  I  believe,  is  greater  in  China 
than  in  Cuba.  In  China,  the  state — at  the  level  of  the  township — 
often  carries  out  most  mechanized  activities  on  private  plots.  In 
Cuba,  in  contrast,  the  cooperatives  have  had  the  opportunity  to 
capitalize  themselves  by  buying  from  the  state  all  of  these  crucial 
means  of  production. 

Turning  to  the  role  of  foreign  investment  and  possible  joint  ven- 
tures, in  the  Chinese  case,  the  reform  of  the  communes  also  re- 
sulted in  townships  being  vested  with  the  autonomy  to  create  new 
agroindustrial  and  other  enterprises,  creating  extraordinary  oppor- 
tunities for  foreign  capital. 

Although  it  is  unclear  in  the  Cuban  case  whether  the  new  co- 
operatives will  be  allowed  to  enter  into  joint  ventures  with  foreign 
capital,  it  is  apparent  that  certain  agricultural  sectors  have  been 
reserved  for  joint  ventures  with  state  enterprises. 

The  best  example  of  this  is  citrus,  where  Israeli  capital  has  now 
invested  in  what  is  the  largest  citrus  farm  in  the  world,  consisting 
of  40,000  hectares.  There  are  also  indications  of  foreign  capital 
going  into  and  joint  ventures  being  formed  in  the  tobacco  industry, 
food  processing,  and  the  fertilizer  and  farm  equipment  industries. 

In  conclusion,  one  of  the  most  important  changes  in  the  past  year 
is  that  the  Cuban  leadership  has  finally  abandoned  its  previous 
ideological  commitment  to  state  farms  as  the  superior  mode  of  so- 
cialist production.  This  not  only  demonstrates  a  new  flexibility  but 
a  pragmatism  which  hopefully  will  lead  to  the  legalization  of  above- 
plan  sales  at  market-determined  prices  and  other  reforms. 

The  cooperativization  of  the  state  farm  sector  also  demonstrates 
considerable  political  acumen  on  the  part  of  Fidel  Castro.  By  mak- 
ing potentially  half  a  million  workers  owners  of  their  means  of  pro- 
duction and  guaranteeing  them  land  leases  in  perpetuity,  he  has 
given  them  a  very  high  stake  in  maintaining  the  current  govern- 
ment. 

The  confidence  this  move  implies  has  not  been  lost  on  Cuba's  ag- 
ricultural workers  who  can  be  expected  to  produce  more.  With  a 
solid  political  base  in  the  countryside  and  new  incentives  to  in- 
crease agricultural  production  for  the  cities,  Castro  may  well  be 
able  to  weather  the  storm  of  the  collapse  of  COMECON.  By  main- 
taining political  stability,  he  could  very  well  pull  off  Cuba's  transi- 
tion to  a  mixed  economy  based  on  some  sort  of  a  welfare  state. 

As  the  largest  country  in  the  Caribbean,  Cuba  offers  excellent 
prospects  for  United  States  trade  and  investment  if  it  remains  po- 
litically stable.  It  represents  a  market  of  almost  11  million  people 
only  90  miles  away.  Among  the  main  beneficiaries  of  lifting  the  em- 
bargo now  would  be  U.S.  agriculture  and  the  animal  feed,  fertilizer, 
and  farm  equipment  industries. 

In  addition  to  benefiting  United  States  businesses,  lifting  the  em- 
bargo will  hasten  the  pace  of  economic  and  political  reform  in 
Cuba.  In  the  post-cold  war  era,  the  embargo  can  only  be  viewed  as 
an  inhumane  and  punitive  policy  which  only  serves  to  unite  the 
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Cuban  people  behind  Fidel  Castro  and  the  banner  of  Cuban  nation- 
alism. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Ms.  Deere  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Penny.  Thank  you  very  much.  Next,  Dr.  Gunn. 

STATEMENT  OF  GILLIAM  GUNN,  DIRECTOR,  CENTER  FOR 
LATIN  AMERICAN  STUDIES,  CUBA  PROJECT,  GEORGETOWN 
UNIVERSITY 

Ms.  Gunn.  Good  morning.  Thank  you  very  much  for  this  oppor- 
tunity. I  am  the  director  of  the  Georgetown  University  Cuba 
Project  housed  within  the  center  for  Latin  America  studies.  I  go  to 
Cuba  two  to  three  times  a  year  and  my  recent  publications  are  in 
the  hands  of  the  subcommittee  staff. 

I  was  asked  to  address  four  questions  concerning  foreign  invest- 
ment and  trade  which  I  will  briefly  do  and  then  add  some  closing 
comments  of  my  own. 

First  question:  What  has  prompted  Cuba's  overture  to  foreign  in- 
vestment? That  is  very  easy  to  answer  in  one  phase.  The  collapse 
of  the  socialist  world.  Fidel  Castro  summarized  this  motivation  elo- 
quently in  a  November  1991  interview  with  me  where  he  said — this 
was  said  in  Spanish  so  I  translated  it  myself — "In  no  book  of  Marx, 
Engles,  or  Lenin  is  it  said  that  it  is  possible  to  construct  socialism 
without  capital,  without  technology,  and  without  markets  *  *  *.  In 
the  case  of  a  small  island  like  Cuba  *  *  *  it  is  especially  difficult 
to  develop  using  one's  own  resources.  It  is  for  this  reason  that  we 
have  no  alternative  but  to  associate  ourselves  with  foreign  compa- 
nies that  can  bring  capital,  technology,  and  markets  *  *   *." 

That  clearly  shows  the  opening  to  foreign  investment  was  in- 
tended to  salvage  rather  than  to  destroy  Cuban  socialism,  but  we 
all  know  the  law  of  unintended  consequences  and  I  could  get  into 
that  during  the  discussion  period.  I  am  not  sure  that  the  original 
motivation  may  not  lead  to  some  erosion  of  socialist  values  in  Cuba 
and  a  movement  toward  market  economy.  But  in  any  case,  as  a  re- 
sult of  this  crisis,  Cuba  drastically  loosened  its  restrictions  and 
rules  on  foreign  investment  such  that  now  the  rules  compare  favor- 
ably with  those  of  many  capitalist  Latin  American  countries,  in- 
cluding Mexico. 

The  second  question:  What  form  have  these  efforts  taken?  In  my 
written  testimony,  I  provide  the  details,  but  there  are  three  dif- 
ferent kinds  of  joint  ventures  which  are  fairly  standard  invest- 
ments in  the  Third  World.  They  are  not  unusual  mechanisms. 

The  latest  statistics  available  issued  in  February  of  1994,  by  the 
Cuba  Government,  suggest  there  are  129  Cuban  companies  that 
have  been  formed  through  links  with  foreign  investors  and  that  32 
of  those  are  in  the  tourism  sector.  The  government  claims  an  addi- 
tional 149  joint  venture  applications  are  under  consideration. 

Tourism,  as  I  mentioned,  has  received  the  most  attention,  but 
there  are  also  joint  ventures  in  oil  exploration  and  industrial  pro- 
duction. Investments  in  agriculture  have  been  quite  limited  though, 
as  the  previous  witness  mentioned,  there  is  growing  interest  in  cit- 
rus, rice,  and  tobacco. 
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The  mechanism  for  trying  to  attract  investment,  apart  from  regu- 
lations which  are  fairly  standard  for  the  rest  of  the  Third  World, 
include  quite  generous  tax  holidays  and  other  fiscal  incentives, 
some  of  which  are  more  generous  than  the  rest  of  the  Third  World. 

The  next  question:  What  countries  are  investing  in  and  trading 
with  Cuba? 

Most  of  the  investment  comes  from  Spain  followed  by  France,  the 
United  Kingdom,  the  Netherlands,  Italy  and  Sweden  in  descending 
order  of  importance.  In  my  written  testimony,  I  give  details  of  some 
of  these  investments. 

Several  factors  have  limited  foreign  investor  interest.  Concern 
about  political  stability  has  been  one  of  the  concerns.  The  Cuban 
Government  has  proven  difficult  to  work  with  at  times,  not  perhaps 
intentionally  but  because  it  has  got  new  rules  and  bureaucrats,  as 
we  all  know  in  this  town,  take  a  while  to  adjust  to  new  rules. 

There  has  also  been  some  question  about  whether  purchasers  of 
certain  properties  will  be  able  to  obtain  clear  title  due  to  the 
confiscation  of  U.S.  property  without  compensation  and  the  unre- 
solved claims  arising  from  that. 

In  the  trade  sector,  there  are  more  than  500  foreign  corporations 
registered  with  the  Cuban  Chamber  of  Commerce  at  the  end  of 
1993  and  thereby  entitled  to  engage  in  commerce  in  Cuba.  Cuba's 
top  five  suppliers  in  1992,  the  last  year  for  which  comprehensive 
statistics  are  available,  were  Spain,  Italy,  Canada,  France,  and  the 
United  Kingdom  in  that  order. 

Its  top  four  import  categories  of  goods  again  in  descending  order 
of  magnitude  in  1992  were  fuel,  food-with  China  being  the  top  sup- 
plier of  food  in  1992,  machinery,  and  semifinished  goods. 

The  next  question:  What  sectors  have  experienced  the  most  activ- 
ity and  why?  Well,  clearly  tourism  has  attracted  the  most  interest 
for  a  very  simple  reason,  it  is  producing  respectable  levels  of  profits 
in  a  short  period  of  time,  relatively  speaking.  Spanish  investors 
consulted  in  December  of  last  year  were  reporting  a  recuperation 
rate  of  their  total  investment  over  3  to  4  years.  When  you  add  to 
that  the  beauty  of  the  island  and  the  Cuban  labor's  relatively  low 
cost  and  its  high  educational  level,  it  becomes  clear  why  tourism 
has  been  so  attractive. 

There  are  a  lot  of  problems  in  the  tourism  industry.  I  don't  want 
to  make  it  appear  to  be  an  idyllic  investment  for  tourism  with  no 
difficulties  whatsoever.  Those  difficulties  are  in  my  written  testi- 
mony. 

Mineral  extraction  has  also  attracted  attention,  particularly  oil 
and  nickel.  Cuban  geological  formations  offshore  appear  very  simi- 
lar to  those  of  other  Latin  American  countries  that  have  oil — par- 
ticularly Venezuela — and  that  has  excited  a  lot  of  interest.  Cuban 
nickel  is  very  useful  to  Canada  because  its  quality  is  compatible 
with  installed  Canadian  processing  plants. 

Agriculture  has  attracted  far  less  investor  attention,  primarily 
because  the  way  that  agriculture  is  set  up  in  Cuba  presently  is  not 
easy  for  a  foreign  investor  to  see  how  he  or  she  is  going  to  produce 
quick,  hard  currency  profits  the  way  that,  for  example,  the  tourism 
sector  clearly  will.  There  are  also  other  problems  which  we  can  dis- 
cuss. 
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In  the  area  of  trade,  obviously  Cuba  is  desperate  to  buy  oil  and 
food  and  any  company  able  to  provide  that  will  find  a  ready  market 
as  long  as  it  is  willing  to  accept  unconventional  payment  mecha- 
nisms because  Cuba  is — broke  is  too  soft  a  word  to  explain  the 
level  of  financial  difficulties — so  counter-trade,  debt-for-equity 
swaps,  triangular  trade,  and  other  companies  able  to  offer  other 
payment  innovations  will  be  able  to  sell.  But  you  may  wait  a  long 
time  for  your  money. 

In  closing,  I  wanted  to  add  a  remark  about  whether  the  United 
States  companies  are  forfeiting  investment  opportunities  in  the  fu- 
ture in  Cuba.  Are  they  going  to  be  shut  out  of  the  market?  And  I 
would  argue  that  this  is  partially  but  not  fully  true.  It  is  certainly 
true  that  a  lot  of  companies  from  Europe  and  Latin  America  are 
ecstatic  about  being  able  to  operate  in  Cuba  protected  from  United 
States  competition  and,  therefore,  are  able  to  get  in  at  bargain 
basement  prices  purchasing  Cuban  assets  and  making  investments 
that  in  the  future  could  prove  extremely  profitable. 

However,  should  the  embargo  be  lifted  in  the  future,  United 
States  firms  will  have  a  huge  advantage  in  competing  in  the  Cuban 
market  because  they  will  be  located  in  the  largest  and  closest  mar- 
ket for  Cuban  goods. 

So  I  would  say,  whereas  in  certain  sectors  perhaps  tourism  being 
the  most  obvious,  yes,  U.S.  companies  are  forfeiting  opportunities 
for  the  future  because  of  the  embargo.  It  is  not  a  situation  that 
could  not  be  recuperated  from  once  the  embargo  is  lifted. 

[The  prepared  statement  of  Ms.  Gunn  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Penny.  Thank  you.  Next,  Mr.  Messina. 

STATEMENT  OF  WILLIAM  A.  MESSINA,  JR.,  EXECUTIVE  COOR- 
DINATOR, INTERNATIONAL  AGRICULTURAL  TRADE  AND 
POLICY  CENTER,  UND7ERSITY  OF  FLORIDA 

Mr.  Messina.  Good  morning,  Mr.  Chairman.  I  am  the  executive 
coordinator  of  the  International  Agricultural  Trade  and  Policy  Cen- 
ter at  the  University  of  Florida.  And  I  have  been  asked  to  testify 
before  this  subcommittee  this  morning  regarding  research  which 
our  trade  center  is  currently  conducting  on  the  agricultural  sector 
in  Cuba. 

I  would  like  to  emphasize  that  our  research  is  not  intended  to 
suggest  that  the  embargo  with  Cuba  be  lifted  and  we  are  not  exam- 
ining or  considering  issues  such  as  if,  when,  or  under  what  cir- 
cumstances the  embargo  might  be  lifted. 

Rather,  we  are  attempting  to  provide  information  about  agri- 
culture in  Cuba  for  policymakers  such  as  yourselves,  State  legisla- 
tors, State  and  Federal  agencies,  United  States  agribusiness  firms, 
commodity  organizations,  and  other  groups  to  incorporate  into  the 
discussion  and  the  debate. 

Our  preliminary  research  has  identified  agricultural  commodity 
sectors  in  the  United  States  which  would  be  expected  to  face  addi- 
tional competition  under  a  scenario  of  resumed  trade  and  commer- 
cial relations  with  Cuba.  The  research  has  also  identified  agricul- 
tural commodity  sectors  which  may  be  expected  to  benefit  from  a 
lifting  of  the  current  trade  embargo. 
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My  objective  in  this  brief  presentation  is  to  identify  commodities 
which  fall  into  both  categories  and  to  provide  a  few  brief  comments 
regarding  important  issues  and  questions  surrounding  each  of  the 
commodities. 

Our  research  indicates  that  there  is  a  potential  for  significant  ad- 
ditional competition  for  U.S.  producers  of  sugar,  citrus,  vegetables, 
marine  and  seafood  products,  and  tobacco  under  a  scenario  of  open 
trade  with  Cuba. 

With  regard  to  sugar,  as  you  are  all  aware,  access  to  the  U.S. 
market  is  limited  by  a  tariff  rate  quota.  Thus,  the  primary  question 
with  regard  to  sugar  becomes  how  much  more  of  an  import  quota 
might  Cuba  be  allocated  given  that — to  continue  to  support  the  pro- 
gram in  its  current  situation — the  same  volume  would  need  to  be 
deducted  or  reduced  from  other  countries  with  import  quotas. 

Cuba's  citrus  sector,  as  has  been  discussed,  is  already  benefiting 
from  foreign  investment  from  Chile,  Israel,  Spain,  and  Greece.  As 
a  result,  Florida  fresh  grapefruit  exporters  are  beginning  to  feel  the 
impact  of  increased  competition  from  Cuba  in  the  European  mar- 
ket. It  is  my  understanding  that  a  representative  from  the  Florida 
citrus  industry  will  be  providing  testimony  to  this  subcommittee 
later  this  morning,  and  they  will  no  doubt  provide  more  detail  on 
that  particular  topic. 

Prior  to  the  embargo,  Cuba  was  an  important  supplier  of  fresh 
vegetables  to  the  United  States  market.  Our  preliminary  research 
indicates  that,  in  the  initial  stages,  any  expansion  which  occurs  in 
fresh  vegetable  production  in  Cuba  may  be  directed  to  the  tourism 
sector  and  tourist  hotels  and  resorts  on  the  island.  However,  de- 
pending on  the  level  of  investment,  this  demand  may  be  quickly 
satisfied,  at  which  time  Cuba  would  be  expected  to  begin  exporting 
to  the  United  States  market,  and  based  on  the  data  that  goes  back 
prior  to  the  revolution,  could  be  a  substantial  competitor  in  the 
United  States  market. 

Until  recently,  Cuba  was  a  major  component  in  regional  marine 
and  seafood  product  markets.  Given  the  vast  diversity  of  the  Cuban 
industry,  if  the  trade  embargo  were  lifted,  they  would  offer  addi- 
tional competition  to  some  sectors  of  the  U.S.  fisheries  industry, 
while  providing  another  source  for  selected  types  of  fish  products 
such  as  lobster  and  others  for  which  the  United  States  is  a  net  im- 
porter. 

It  should  be  noted  that  the  Cuban  fishing  fleet  is  largely  tied  up 
at  the  docks  at  present  due  to  the  lack  of  fuel  oil.  However,  the 
Cuban  Government  is  currently  trying  to  attract  foreign  invest- 
ment to  this  sector. 

Tobacco  represents  an  especially  interesting  case.  When,  during 
the  Carter  administration,  the  question  of  lifting  the  trade  embargo 
with  Cuba  was  briefly  considered,  United  States  cigar  manufactur- 
ers expressed  interest  in  importing  Cuban  leaf  tobacco  for  wrappers 
and  filler.  However,  at  the  same  time,  they  expressed  concern  and 
objection  to  the  Cubans  being  able  to  export  cigars  to  the  United 
States  as  it  would  represent  additional  competition  for  their  prod- 
ucts. U.S.  tobacco  growers,  obviously,  will  have  a  very  different  set 
of  concerns. 

On  the  other  side  of  the  issue,  our  research  has  also  identified 
potential  export  opportunities  for  U.S.  firms  for  commodities  such 


15 

as  rice,  selected  cereal  grains,  cotton,  potatoes  and,  in  particular, 
for  agricultural  inputs  such  as  fertilizers,  pesticides,  animal  feed, 
and  agricultural  machinery. 

Cuba  has  consistently  been  a  net  importer  of  rice  for  the  last  15 
to  20  years  and  rice  is  Cuba's  most  important  food  grain.  Thus, 
there  would  be  a  potential  for  United  States  rice  producers  to  ex- 
pand their  exports  into  the  Cuban  market.  It  is  also  an  importer 
of  potatoes,  which  offers  other  opportunities  under  a  scenario  of 
open  trade  and  commercial  relations. 

Given  the  breakdown  of  support  and  subsidization  from  the 
former  Soviet  Union,  Cuba's  ability  to  import  agricultural  inputs 
such  as  fertilizers,  pesticides,  and  animal  feed  has  been  severely 
limited,  as  has  been  expressed  earlier  in  the  testimony.  This  is  the 
case,  as  well,  for  agricultural  machinery  and  replacement  parts  for 
older  equipment.  If  the  embargo  were  lifted,  demand  for  these 
products  in  Cuba  could  be  especially  large. 

Please  recognize  that  the  amount  of  competition  and  the  degree 
of  opportunity  for  United  States  agribusiness  from  a  lifting  of  the 
trade  embargo  with  Cuba  would  be  largely  dependent  upon  the 
level  of  investment  which  flows  into  individual  commodity  sectors 
in  Cuba.  We  are  continuing  our  research,  under  a  grant  from  the 
John  D.  and  Catherine  T.  MacArthur  Foundation,  with  the  support 
and  active  collaboration  of  the  U.S.  Department  of  Agriculture's 
Economic  Research  Service. 

The  goal  of  the  continued  research  is  to  provide  quantitative  esti- 
mates of  the  dollar  impacts  of  agricultural  trade  flows  between  the 
United  States  and  Cuba  if  the  embargo  were  to  be  lifted  under  dif- 
fering levels  of  potential  investment. 

More  detailed  information  on  all  of  these  topics  was  provided  to 
your  staff  earlier  and  our  list  of  current  publications  has  been  in- 
cluded for  your  further  reference. 

Thank  you  for  allowing  me  to  testify  this  morning.  I  hope  that 
you  have  found  this  information  useful  and  I  will  entertain  ques- 
tions if  there  are  any  at  this  time. 

[The  prepared  statement  of  Mr.  Messina  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Penny.  Thank  you.  I  appreciate  the  testimony  this  morning. 
You  mentioned  in  your  testimony  the  sectors  that  would  benefit, 
sectors  that  would  suffer.  I  don't  believe  that  you  got  into  much  de- 
tail as  to  the  degree  to  which  Cuba  could  supplant  local  production 
in  fruits  and  vegetables. 

Part  of  that,  I  think  you  said  at  the  end  it  would  be  the  degree 
to  which  they  could  attract  foreign  investment  for  Cuban  produc- 
tion. Are  you  willing  to  offer  sort  of  a  scenario  as  to  what  it  could 
mean?  What  is  the  potential,  the  production  potential  with  modern 
production  techniques  and  what  might  that  mean  to  U.S.  producers 
of  those  same  crops? 

Mr.  Messina.  Looking  back  historically  prior  to  the  revolution, 
tomatoes  and  cucumbers  were  the  primary  export  from  Cuba  to  the 
United  States,  although  they  exported  peppers  and  a  number  of 
other  commodities.  After  the  revolution,  the  Florida  tomato  indus- 
try went  through  a  tremendous  expansion  in  response  to  the  fact 
that  there  was  just  no  more  supply  coming  from  Cuba  for  tomatoes. 
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It  is  conceivable  that  Cuba  could  produce,  in  a  relatively  short 
period  of  time  with  the  proper  investment  in  equipment  and  tech- 
nology, enough  tomatoes  that  would  basically — and  their  tomatoes 
also  come  into  the  United  States  in  the  winter  market,  the  winter 
window,  which  is  competition  basically  for  Florida  producers  and 
for  Mexico,  and  they  could  probably  produce  as  much  in  the  way 
of  tomatoes  and  some  of  these  other  commodities  as  the  State  of 
Florida  presently  produces. 

Mr.  Penny.  Have  they  moved  to  other  crops  in  the  ensuing 
years? 

Mr.  MESSINA.  Their  production  volumes  have  generally  decreased 
because  they  don't  have  the  access  to  the  nearby  U.S.  market.  With 
tomatoes,  you  can't  ship  fresh  tomatoes  a  large  distance  so  they 
have  moved  away  from  tomatoes  to  more  of  the  root  crops  in  the 
interests  of  feeding  the  domestic  population. 

But  in  terms  of  transferring  that  land  back  over  to  production  of 
higher  value  crops,  such  as  tomatoes  and  fresh  vegetables 

Mr.  Penny.  What  is  the  likelihood  that  they  are  going  to  con- 
tinue with  some  of  these  cropping  patterns  given  the  desire  of  most 
nations  to  produce  for  the  local  need  as  a  first  priority  and  import 
only  what  is  necessary? 

Mr.  Messina.  The  problem,  as  far  as  domestic  demand  on  the  is- 
land goes,  is  that  there  just  isn't  very  much  income,  so  I  think  that 
is  going  to  be  kind  of  a  limited  market  for  them.  To  this  point,  an 
awful  lot  of  the  vegetables — fruits  and  vegetables  that  are  grown, 
go  to  the  state  "acopio"  for  distribution  to  the  local  populace.  But 
I  think  the  real  incentive  for  expanded  production  would  be  access 
to  the  U.S.  market. 

The  thing  that  may  possibly  restrict  investment  in  Cuba  is  the 
political  situation  in  the  country  when  trade  is  resumed.  If  for  ex- 
ample the  United  States  were  to  resume  trade  with  Cuba  with 
Fidel  Castro  still  in  power,  there  would  be  those  who  might  be  con- 
cerned about  potential  investing  in  land  that  is  part  of  a  claim 
from  a  prior  United  States  owner. 

I  think  those  kinds  of  issues  are  going  to  take  an  awful  lot  of 
sorting  out  and  the  degree  to  which  a  joint  venture  investor  would 
be  granted  title  to  land  versus  just  the  right  to  farm  land  on  a  joint 
venture  arrangement  is  going  to  really  kind  of  confuse  the  matter, 
I  think,  in  the  early  stages  with  vegetable  production. 

Mr.  PENNY.  Dr.  Gunn,  you  talked  about  a  number  of  industries 
in  which  foreign  investment  has  been  forthcoming.  Evidently,  there 
are  major  problems  with  Cuba's  fish  industry.  Are  they  attracting 
any  interest  from  outside  in  revitalizing  that  industry? 

Ms.  Gunn.  They  are  attracting  some.  There  is  an  enormous 
amount  of  interest  in  Cuban  lobster  which  is  a  very  good  quality 
and  fetches  a  high  price,  but  to  date,  the  activities  in  the  fishing 
sector  have  been  quite  limited,  in  part  due  to  the  fact  that  in  order 
to  operate  the  fleet,  one  needs  to  have  access  to  the  fuel  and,  there- 
fore, without  a  steady  supply  of  fuel,  such  an  investment  is  not  so 
attractive. 

I  would  think  that  in  the  future,  should  the  Cuban  economy's  fi- 
nancial resources  improve  significantly,  that  fishing  would  be  an 
area  that  would  attract  quite  considerable  attention. 
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Mr.  Penny.  The  prospects  for  the  United  States,  if  the  normal- 
ized relations  were  to  be  established  in  the  future,  how  dramatic 
might  that  be  in  the  area  of  fish  production  and  fish  exports?  How 
much  of  a  competition  might  that  mean  to  the  U.S.  fishing  indus- 
try? 

Ms.  Gunn.  Do  you  mean  opportunities  for  the  United  States  fish- 
ing industry  to  invest  in  Cuban  fishing  operations  or 

Mr.  Penny.  What  is  the  scenario  after  it  all  sort  of  shakes  out? 

Ms.  GUNN.  I  am  not  an  expert  in  the  fishing  industry  by  any 
stretch  of  the  imagination.  I  would  say  that  since  the  fishing  indus- 
try is  an  area  that  has  not  attracted  a  huge  amount  of  investor  in- 
terest, unlike  tourism,  that  it  would  be  a  sector — as  long  as  the  em- 
bargo were  lifted  in  the  not  too  far  distant  future  before  the  econ- 
omy had  recovered  significantly — that  it  would  be  a  sector  where 
United  States  investors  would  have  a  lot  of  opportunities  to  get  in 
at  a  cheap  price,  would  be  welcomed  and  would  not  find  the  invest- 
ment niches  already  occupied  by  Latin  American  and  European 
competitors. 

There  would  be  some  competition,  but  it  wouldn't  already  be  oc- 
cupied, so  I  would  say  that  the  opportunities  for  investment  would 
be  great.  And  rather  than  having  to  worry  so  much  about  compet- 
ing with  the  production  from  Cuba,  that  U.S.  companies  would  be 
profiting  from  their  investment  in  the  production  in  Cuba. 

Mr.  Penny.  Mr.  Messina,  I  think  you  have  done  some  work  in 
this  area.  Do  you  have  any  thoughts  on  that? 

Mr.  Messina.  We  have  a  number  of  different  faculty  members, 
commodity  specialists,  that  have  been  working  on  the  different  re- 
ports that  we  prepared  and  I  am  not  the  person  who  worked  on  the 
fisheries  project,  but  from  the  material  that  they  have  prepared,  it 
looks  as  though  there  will  be  opportunities  for  imports  of  lobsters, 
as  Dr.  Gunn  has  mentioned,  and  some  of  the  other  specialty  fish. 
There  may  also  be  opportunity  for  some  seafood  processing. 

Cuba's  seafood  processing  equipment  and  facilities  are  believed 
to  be  rather  outdated  at  this  point,  and  so  it  looks  as  though  there 
might  be  an  opportunity  for  the  Cuban  vessels  to  bring  their  har- 
vest to  a  United  States  port  and  allow  the  processing  to  occur  in 
the  United  States. 

This  might  detrimentally  impact  some  of  the  fishing  fleets,  pri- 
marily in  the  Gulf  Coast  and  a  portion  of  the  way  up  the  Atlantic 
coast,  but  it  may  turn  out  to  be  a  benefit  to  some  of  the  processing 
plants  that  are  located  in  those  areas. 

Mr.  Penny.  Dr.  Deere,  Congressman  Menendez  mentioned  with 
some  disdain  the  implementation  of  Decree-Law  149  which  was  im- 
plemented in  reaction  to  the  black  market  that  is  developing.  I  got 
a  different  sense  from  your  testimony  as  to  your  view  of  the  impli- 
cations of  the  black  market.  What  is  your  view  about  Decree-Law 
149  and  what  that  means  to  the  reform  movement  in  Cuba,  the  ag- 
ricultural reform  effort? 

Ms.  Deere.  I  should  first  mention  that  the  black  market  had  ba- 
sically disappeared  in  the  1980's  as  a  result  of  the  different  reforms 
of  the  marketing  system  that  had  taken  place  in  Cuba.  In  terms 
of  my  observations  in  Cuba,  it  was  in  1989-90  when  it  begins  to 
appear  again.  In  1991,  the  black  market  starts  to  take  on  a  new 
vibrancy  and  it  explodes  in  size  in  January  of  1993. 
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Between  January  of  1993  and  1994  is  when  we  are  really  talking 
about  black  market  sales — the  volume  of  commodity  transactions 
that  are  taking  place  outside  of  the  normal  or  the  state  marketing 
system — being  really  significant.  I  want  to  emphazise  how  impor- 
tant it  is. 

Who  participates  in  this  black  market?  Well,  it  is  during  1993 
that  I  would  say  that  it  is  just  about  everyone.  Even  the  most  revo- 
lutionary of  Communist  party  members  are  buying  foodstuffs  or 
trying  to  procure  other  necessities  on  this  market,  because  they  are 
simply  not  available  through  the  state  distribution  system. 

This  means  the  Cuban  Government  is  caught  in  a  very  difficult 
situation  because  the  shortages  are  generating  such  high  prices 
and  hence,  high  levels  of  income  among  those  who  trade  in  any 
kind  of  scale  on  this  market.  Those  who  supply  this  market  have 
become  quite  the  figures  of  popular  wrath  when  people  find  out — 
through  the  newspaper — that  a  garlic  salesman  earned  $400  by 
selling  one  truckload  of  garlic  in  1  day. 

So  the  government  is  in  this  catch-22  situation.  The  black  mar- 
ket is  generating  prices  beyond  the  reach  of  many  Cuban  consum- 
ers. I  think  it  has  certainly  led  to  an  even  greater  degree  of  in- 
equality in  consumption  and  in  income  levels  than  during  the  free 
peasant  market  period  of  the  1980's,  a  market  which  Castro  closed 
down  for  those  reasons.  So  I  am  not  surprised  by  this  measure. 

I  think  that  the  government  is  facing  two  choices:  One,  to  legal- 
ize above-plan  trade,  in  other  words  to  open  something  similar  to 
the  free  peasant  market  but  where  the  private  sector  production  co- 
ops as  well  as  these  new  ones  being  formed  in  the  state  sector 
could  also  participate.  This  is  what  I  see  as  the  only  solution.  It 
is  what  my  team  at  the  university  has  been  recommending  at  least 
since  last  summer,  if  not  before  then.  It  is  the  logical  path  in  terms 
of  the  transition. 

I  think  these  recent  measures,  in  terms  of  Decree-Law  149,  are 
repressive  measures.  It  is  to  take  very  firm  action  primarily,  not 
against  the  petty  trade  that  everybody  is  engaging  in,  but  against 
the  more  large  scale  well-known  middlemen  that  have  gotten  in- 
volved in  this  trade. 

Logically,  as  an  economist,  I  know  that  the  only  way  that  one 
can  control  a  black  market  is  by  increasing  supplies  to  bring  down 
prices.  And  I  think  that  the  only  way  out  of  this  conundrum  will 
be  for  the  leadership,  sooner  or  later,  to  legalize  private  sales. 

Mr.  Penny.  Thank  you. 

Mr.  Allard. 

Mr.  Allard.  Dr.  Deere,  the  thing  that  struck  me  in  your  com- 
ments is  that  it  appears  as  though  the  Cuban  Government  is  trying 
to  put  on  the  appearance  that  they  are  moving  toward  free  enter- 
prise, but  yet  when  you  have  the  land  still  owned  by  the  state  and 
they  still  have  to  buy  their  goods  from  the  state  and  they  still  have 
to  sell  to  the  state,  in  effect  it  is  a  state  controlled  market. 

And  I  just  wonder  what — it  doesn't  seem  to  me  like  there  is  a 
very  serious  commitment  at  this  point  in  time  to  move  toward  the 
free  enterprise  system.  Would  you  comment  on  that? 

Ms.  DEERE.  Yes.  I  think  you  are  absolutely  correct.  The  state  de- 
finitively controls  the  input  and  output  markets.  This  is  why  I 
wanted  to  make  the  comparison  with  China  because  these  are  simi- 
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lar  kinds  of  reforms.  However,  changing  the  unit  of  production  and 
changing  the  incentive  system  can  produce  incredible  effects  in 
terms  of  production  and  also  in  terms  of  political  stability  and  loy- 
alty. So  what  I  really  wanted  to  highlight  in  my  testimony,  is  that 
major  changes  in  the  Cuban  context  have  taken  place. 

In  terms  of  whether  this  signifies  a  commitment  to  a  free  enter- 
prise system,  I  think  this  is  the  furthest  thing  away  from  Castro's 
mind.  He  is  still  committed,  of  course,  to  socialism.  I  think  that  the 
leadership  has  come  to  recognize  that,  as  a  socialist  island  in  a  cap- 
italist sea,  it  has  to  reform  its  internal  mechanisms  in  order  to  fit 
into  the  new  world  order. 

So  what  we  are  seeing  is  the  beginning  of  new  systems  of  motiva- 
tion, continual  experiments  with  new  forms  of  organization.  This  is 
why  my  argument  that  lifting  the  embargo  can  only  deepen  the 
pace  of  economic  reform.  I  see  legalizing  above-plan  sales  as  the 
first  step.  The  next,  is  creating  a  Free  input  market.  You  have  to 
have  an  input  market.  Without  it,  you  will  always  have  a  black 
market.  In  other  words,  the  black  market  will  always  be  based  on 
pilfering  from  the  state  and  undermining  its  production. 

Third,  you  have  to  have  an  effective  system  of  taxation.  This  is, 
I  think,  one  of  the  reforms  along  with  Decree-Law  149  that  we  see 
coming  out  of  the  recent  meetings  of  the  national  legislature. 

Mr.  Allard.  Thank  you.  Dr.  Gunn,  I  think  it  was  you  that  made 
the  statement  that  China  is  importing  a  lot  of  food — exporting  a  lot 
of  food  to  Cuba.  And  we  export  a  lot  of  food  to  China.  And  could 
you  elaborate  on  that  cycle? 

I  wonder  if  China  is  having  such  food  shortages  and  they  have 
to  buy  it  from  the  United  States  and  they  are  selling  their  food  to 
Cuba,  what  products  are  they  buying  from  the  United  States  and 
what  products  are  they  selling  to  Cuba?  Can  you  elaborate  on  that? 

Ms.  Gunn.  No,  I  can't.  I  don't  know  the  details  of  Chinese  trade. 
I  only  know  that  in  the  statistics  it  shows  up  as  the  top  food  sup- 
plier in  1992.  And  I  would  speculate  that  that  is  probably  because 
there  are  other  economic  agreements  between  Cuba  and  China  and, 
therefore,  Cuba  has  some  credit  facilities  with  China  with  which  it 
can  purchase  and  makes  it  a  logical  source  to  purchase  from.  In 
terms  of  exactly  what  types  of  food  China  is  providing  to  Cuba,  no, 
I  can't  give  you  that. 

Mr.  Allard.  I  think  from  our  perspective  in  this  committee,  it 
would  be  helpful  if  we  could  be  provided  with  some  type  of  analysis 
of  what  is  happening  there  because  China,  for  example,  buys  a  lot 
of  United  States  wheat.  Now,  are  they  going  ahead  and  selling  that 
back  into  Cuba  or  is  that — are  they  buying  our  wheat  and  selling 
them  rice,  because  you  indicated  there  was  a  need  for  rice. 

So  I  think  it  would  help  this  committee  to  understand  some  of 
the  dynamics  of  that  international  market  between  the  Orient — the 
Far  East,  and  then  Central  America  if  we  could  have  maybe  some 
further  detail  on  what  has  happened.  Maybe  some  other  members 
on  the  committee  have  some  insight  they  would  like  to  share  with 
us  on  that. 

Ms.  Deere.  In  1989,  Cuba  was  importing  50  percent  of  its  appar- 
ent consumption  of  rice.  The  great  majority  of  this  was  coming  not 
from  China  at  that  point  in  time  but  apparently  from  other  Asian 
countries,  as  I  understand. 
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The  big  change  was  that  after  the  break  up  of  COMECON  the 
Chinese  got  increasingly  interested  in  trade  with  Cuba  and  saw 
that  rice  was  really  the  main  thing  that  they  could  provide,  in  ad- 
dition to  bicycles,  as  far  as  I  am  aware.  The  problem  is  the  Chinese 
don't  really  have  a  sweet  tooth  and  the  main  thing  that  Cuba  can 
provide  in  exchange  is  sugar.  So  over  the  last  3  years,  we  have 
seen  agreements  where  the  Chinese  import  more  and  more  sugar 
but  it  has  still  not  really  made  a  major  dent  in  terms  of  total  sugar 
sales. 

Ms.  GUNN.  I  just  glanced  at  a  resource.  I  have  here  the  CIA 
trade  handbook  on  Cuba.  It  shows  $181  million  of  sales  of  sugar 
and  sugar  products  from  Cuba  to  China  and  an  import  of  200  mil- 
lion dollars'  worth  of  goods  from  China  of  which  the  two  largest 
components,  around  $33  million  each,  in  1992  were  rice  and  vege- 
tables, and  nonmotorized  road  vehicles  which  is  the  statistics  way 
of  saying  bicycles,  I  am  sure.  It  was  just  a  little  bit  lower  than  that 
figure.  It  was  29  million. 

Mr.  Allard.  Thank  you  for  those  figures.  I  am  also  struck  by 
your  comments,  both  here  in  your  public  testimony  and  in  your 
written  testimony.  There  seems  to  be  the  general  consensus  that 
tourism  is  where  the  big  opportunity  is  for  Cuba  if  we  were  to  nor- 
malize relations.  If  tourism  is  where  the  real  growth  has  occurred, 
I  would  suspect  if  we  are  talking  about  American  tourism  that 
when  Americans  visit  Cuba,  they  take  with  them  their  preference 
for  American  products. 

Has  there  been  any  analysis  of  what  would  happen  as  far  as  ag- 
ricultural consumption,  agricultural  product  consumption,  how  that 
would  change  if  tourism  was  to  take  off  in  Cuba?  And  would  that 
create  markets  for  American  products  or  would  Cuba  be  able  to 
meet  the  needs  of  the  American  tourist  without  having  to  import 
a  lot?  Anybody  want  to  respond  to  that? 

Mr.  Messina.  I  believe  that  an  awful  lot  of  the  agricultural  com- 
modities that  could  be  consumed  in  increasing  volumes  as  a  result 
of  expanded  tourism  largely  would  be  able  to  be  supplied  by  the  ag- 
ricultural sector  in  Cuba.  We  talked  about  citrus,  fruits,  and  vege- 
tables. Those  are  the  types  of  things  that  tend  to  be  difficult  for 
many  of  the  Caribbean  islands. 

Actually,  a  number  of  them  tend  to  be  net  importers  of  those 
types  of  commodities  for  the  tourist  trade.  So  I  think  in  response 
to  some  investment  down  there,  Cuba  definitely  has  the  groves  in 
place  for  their  citrus  production  and,  as  I  mentioned  earlier,  it 
wouldn't  take  much  to  transfer  some  of  the  land  from  root  crops 
possibly  into  peppers,  tomatoes,  cucumbers,  lettuce,  any  of  the 
fresh  vegetables  that  are  also  consumed  in  volume  at  a  tourist-type 
hotel  or  resort. 

Ms.  Gunn.  I  would  just  add,  you  don't  need  to  wait  for  a  lifting 
of  the  embargo  and  an  invasion  by  United  States  tourists  in  order 
to  see  a  market  for  United  States  products  to  arise  in  Cuba  in  con- 
nection with  the  tourism  industry.  Because,  if  you  go  into  any  of 
the  better  class  hotels  in  Cuba  today,  you  are  drinking  Coca-Cola, 
you  are  purchasing  cigarettes  with  United  States  brand  names. 
You  feel  very  much  as  if  you  are  in  a  United  States  hotel.  And  I 
always  pick  up  the  can  or  the  cigarettes  and  try  to  see  where  were 
these  manufactured. 


21 

So  United  States  goods  and  United  States  style  goods  are  already 
in  very  high  demand  in  the  tourist  sector,  and  the  Cuban  popu- 
lation itself  has  very  American-style  consumption  tastes,  obviously 
related  to  the  close  trade  connections  and  cultural  connections  be- 
fore the  revolution,  so  I  would  say  a  big  market  for  those  goods  ex- 
ists now.  The  market  for  U.S. -style  consumer  goods  is  already  par- 
tially being  filled  and  would  take  off  in  the  post-embargo  period. 

Mr.  Allard.  If  we  were  to  take  the  trade  block  between  Cuba 
and  the  United  States,  if  that  was  to  normalize  and  we  were  to 
focus  just  on  agriculture,  would  you  see  Cuba  being  a  net  exporter 
to  the  United  States  or  a  net  importer  in  its  relation  to  the  United 
States  as  far  as  volume  of  agricultural  products? 

Mr.  Messina.  I  feel  confident,  based  on  the  research  we  have 
conducted  to  this  point,  that  Cuba  would  be  a  net  exporter  of  agri- 
cultural commodities  to  the  United  States.  There  would  be  a  lim- 
ited demand.  We  have  the  population  of  the  United  States  versus 
the  population  of  nearly  11  million  people  in  Cuba.  There  would  be 
a  lot  of  products  that  would  move  toward  Cuba.  There  would  be  op- 
portunities, but  I  think  the  flow  of  agricultural  commodities  from 
Cuba  to  the  United  States  would  be  much  larger. 

Mr.  Allard.  And  gathering  from  your  comments,  then,  that 
would  be  mainly  vegetables  and  fruit. 

Mr.  Messina.  Vegetables  and  fruit.  Seafood  products.  Tobacco,  ei- 
ther in  raw  form  or  processed  form. 

Mr.  Allard.  Even  though  the  United  States  is  putting  restric- 
tions on  smoking  and  more  so  in  this  country,  what  happens?  Does 
that  come  into  the  United  States,  get  processed,  and  then  sold  back 
out? 

Mr.  MESSINA.  I  think  an  awful  lot  of  it  would  be  consumed  here 
in  the  United  States.  The  Cuban  cigar  is  considered  one  of  the 
greatest  in  the  world.  I  am  not  a  smoker  so  I  can't  make  any  per- 
sonal observations  on  that,  but  I  was  amazed  when  I  was  in  Cuba 
in  January  at  the  airport  they  had  just  a  huge  variety  of  cigars  for 
sale  at  the  airport.  They  had  boxes  of  cigars,  a  regular  cigar  box 
with  30  or  40  cigars,  that  sold  for  upwards  of  $300.  So  while  you 
are  not  talking  necessarily  a  huge  volume,  it  would  be  numbers 
that  would  be  of  interest  to  companies  in  Cuba  that  are  trying  to 
expand  the  marketplace. 

Ms.  Gunn.  Could  I  just  add  a  comment  on  the  last  remark  which 
is  that  the  predictions  regarding  Cuban  exports  to  the  United 
States,  I  presume  that  these  predictions  are  based  on  the  assump- 
tion of  a  capitalist  friendly  and  very  stable,  very  predictable  situa- 
tion in  Cuba. 

Mr.  Messina.  Exactly. 

Ms.  Gunn.  And  as  we  have  seen  in  the  transitions  to  a  market 
economy  elsewhere  in  the  world,  the  transitions,  even  if  they  are 
not  violent,  often  are  very  rocky,  and  the  ability  for  the  economy 
to  take  off  and  to  produce  the  maximum  amount  that  its  land  and 
people  are  able  to  produce  may  take  a  decade,  may  take  15  years 
to  develop  and  may  not  develop  for  50  years. 

The  political  circumstances  in  Cuba  are  extremely  tense.  There 
are  a  lot  of  unresolved  resentments.  There  is  going  to  be  a  lot  of 
complicated  interactions  between  returning  elements  of  the  exiled 
community,  people  on  various  sides  of  the  question  in  Cuba,  and 
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I  think  that  it  is  a  little  bit  simplistic  to  assume  that  with  a  change 
in  government,  Cuba  would  automatically,  quickly  be  able  to  begin 
exporting  massive  amounts  to  the  United  States.  Yes,  there  is  long- 
term  potential,  but  I  think  a  very  rocky  road  to  get  there. 

Mr.  Allard.  I  realize  that,  but  I  thank  you  for  your  comments 
and  I  appreciate  you  pointing  that  out.  Thank  you. 

I  conclude  my  questioning,  Mr.  Chairman. 

Mr.  PENNY.  Isn't  it  somewhat  likely  that  in  the  near  term,  the 
opposite  would  be  true?  That  even  if  your  observation  is  correct 
under  certain  scenarios,  in  the  near  term,  import  needs  in  Cuba 
would  probably  exceed  their  export  potential?  Wheat,  other  grains, 
rice,  particularly  you  know  we  are  well  positioned  to  provide  vir- 
tually all  their  rice  needs,  finished  meat  products.  There  are  a 
range  of  areas  where  the  United  States  is  going  to  face  no  competi- 
tion from  Cuba  and  the  demand  there  is  already  evident. 

Mr.  Messina.  The  problem  from  the  standpoint  of  the  demand 
within  Cuba  is  the  question  of  income,  average  per  capita  income, 
correct  me  if  I  am  wrong  on  this,  but  I  think  it  is  estimated  to  be 
in  the  neighborhood — if  you  use  the  black  market  exchange  rate 
which  at  the  present  is  about  100  to  1 — 100  Cuban  pesos  to  the 
dollar — about  $200  to  possibly  $400  a  year  somewhere  in  that 
range,  you  see  a  lot  of  different  estimates — and  that  is  not  going 
to  enable  the  average  person  in  Cuba  to  buy  a  great  deal  of  United 
States  goods,  food  commodities  or  other  commodities. 

Of  course,  the  question  arises  as  to  whether  or  not  they  might 
move  through  subsidized  channels  into  the  system,  but  I  think 
there  is  going  to  be  limitations  on  the  amount  of  demand  for  Unit- 
ed States  goods  in  Cuba  from  the  outset. 

Mr.  Penny.  Thank  you. 

Ms.  McKinney. 

Ms.  McKinney.  Thank  you,  Mr.  Chairman. 

Dr.  Deere,  how  does  Cuban  sugar  production  fare  when  com- 
pared to  that  of  other  sugar  producing  countries?  And  compare  to 
the  advantage? 

Ms.  Deere.  This  is  an  area  that  I  haven't  really  looked  at,  in 
terms  of  really  studying  that  sector.  It  certainly  is  one  of  the  larg- 
est sugarcane  producers  in  the  world.  In  terms  of  productivity,  I 
know  that  very  detailed  analyses  have  been  done  comparing  Cuba 
with  Jamaica  and  the  Dominican  Republic,  et  cetera.  Sometimes  it 
comes  off  well.  Sometimes  it  comes  off  poorly.  I  am  not  really  con- 
vinced that  we  know  the  definitive  answer,  but  Bill  might  have 
some  observations. 

Mr.  Messina.  Just  a  quick  observation  on  that.  A  study  was  just 
conducted  by  Landell  Mills  Commodities  where  they  examined  the 
cost  of  the  production  of  sugar  throughout  the  world.  I  haven't  been 
able  to  get  ahold  of  it  because  it  costs  $10,000  to  get  a  copy  of  the 
study.  It  is  not  something  that  our  budget  has  allowed  us  to  get 
ahold  of. 

The  figures  are  there  for  agribusiness  firms,  for  example,  that 
choose  to  examine  those  sorts  of  issues.  I  would  imagine  Cuba  is 
probably  a  fairly  competitive  producer  of  sugar.  They  were  very 
highly  mechanized,  but  they  haven't  been  able  to  get  the  fuel.  The 
reason  that  their  production  has  dropped  is  not  only  the  lack  of  fer- 


23 

tilizers  and  pesticides  to  use  on  the  crops,  but  also  the  lack  of  fuel 
to  power  some  of  the  equipment. 

And  in  fact  another  one  of  our  faculty  members  that  was  in  Cuba 
in  February  had  an  opportunity  to  go  out  in  the  countryside  and 
saw  them  using  oxen  to  haul  sugarcane  to  the  mills  in  carts.  Re- 
strictions like  that.  I  don't  think  we  look  at  that  in  terms  of  the 
long-term  ability  of  Cuba  to  produce  sugar.  I  think  we  need  to  go 
back  to  pre- 1989  to  see  what  they  were  doing  when  they  had  access 
to  the  fuel. 

Ms.  McKlNNEY.  Dr.  Gunn,  I  think  I  heard  you  say  that  the  rules 
of  the  agricultural  sector  fare  favorably  with  capitalist  Latin  Amer- 
ican countries. 

Ms.  Gunn.  I  said  rules  concerning  foreign  investment  in  general 
compare  quite  favorably  with  the  rest  of  Latin  America.  For  a  pe- 
riod of  time,  there  was  some  ambivalence  about  what  degree  of  in- 
vestment would  be  permitted  in  agriculture  and  in  what  sector. 
That  ambivalence  has  been  partially  resolved,  but  there  is  a  policy 
debate  concerning  agriculture  as  there  is  in  every  aspect  of  policy 
within  Cuba  currently,  a  conflict  between  different  points  of  view 
within  the  Communist  Party. 

A  hard  line  sector  which  is  very  reluctant  to  give  up  state  control 
for  fear  that  power  would  be  taken  from  its  hands  and  a  reformist 
sector  that  says  unless  you  lighten  up  considerably  and  become  a 
lot  more  flexible,  you  are  going  to  have  such  large  political  prob- 
lems you  are  going  to  lose  control  anyway.  So  the  safest  thing  is 
to  have  a  controlled  opening. 

My  sense  is  that  argument  is  not  fully  worked  out  in  the  agricul- 
tural sector  yet  and  that,  it  is  fully  worked  out  in  tourism  and  it 
is  fully  worked  out  in  oil  and  nickel  extraction.  And  so,  therefore, 
the  investor  in  agriculture  would  find  themselves  wandering 
around  a  little  bit  more  confused  as  to  what  ground  rules  were  and 
what  would  be  permitted  and  whether  the  rules  might  change  than 
an  investor  in  other  sectors. 

Ms.  McKlNNEY.  Mr.  Messina,  you  made  reference  to  the  land 
issue.  Could  you  tell  me  where  else  in  the  world  have  claims  of 
former  owners  been  successfully  resolved? 

Mr.  Messina.  I  am  not  aware  of  any,  but  there  may  be  some.  At 
this  point,  I  am  familiar  with  the  stack  of  material  that  is  almost 
a  foot  thick  regarding  United  States  claims  in  Cuba,  but  I  really 
don't  know  the  answer  to  your  question.  I  am  sorry. 

Ms.  McKlNNEY.  Would  either  of  you  know  of  any  other  place  in 
the  world  where  land  claims  have  been  successfully  resolved  in 
such  a  situation  as  Cuba? 

Ms.  Gunn.  Where  you  have  an  exiled  population? 

Ms.  McKlNNEY.  Yes. 

Ms.  Gunn.  I  was  thinking  of  Zimbabwe,  Rhodesia,  but  that  was 
not  an  exiled  population.  I  would  just,  on  the  compensation  ques- 
tion, bring  it  to  your  attention  that  in  Cuban  academic  circles, 
there  is  a  lot  of  creative  thinking  going  on  about  how  to  com- 
pensate the  United  States  firms  with  outstanding  claims,  because 
Cuban  economists  are  not  stupid  and  they  realize  if  they  are  offer- 
ing attractive  land  or  a  facility  to  a  European  or  Latin  American 
investor  and  there  is  an  outstanding  United  States  claim,  that  ob- 
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viously,  like  any  sensible  investor,  the  lawyers  are  going  to  say  no 
way  can  you  go  through  with  this. 

The  Cuban  Government's  official  position  to  date  has  been  to  ac- 
knowledge the  compensation  claims  and  to  offer  compensation  in 
forms  that  are  not  terribly  attractive  but  do  exist.  But  they  link  ne- 
gotiation with  the  compensation  claims  to  their  claim  that  the 
United  States  embargo  has  caused  $40  billion  of  damage  to  the 
Cuban  economy  since  it  was  imposed  and  that,  therefore,  this  issue 
should  be  considered  simultaneously. 

Cuban  economists  in  their  own  individual  research,  not  specifi- 
cally authorized  by  the  government,  just  in  their  own  thinking, 
have  separated  those  two  issues,  put  the  argument  that  Cuba 
should  be  compensated  for  embargo  damage  to  one  side  and  have 
come  up  with  some  very  innovative,  and  in  the  reaction  of  the  com- 
panies that  I  have  consulted  in  the  United  States,  quite  attractive 
ideas  for  how  to  compensate  these  outstanding  claims. 

So  it  is  not  as  if  it  is  cast  in  stone  that  Cuba  would  never  offer 
attractive  compensation  terms.  It  is  getting  interesting.  Ideas  are 
percolating  through  the  academic  community  and  being  considered 
by  the  government,  although  there  is  no  final  decision.  I  don't 
think  you  can  assume  that  compensation  claims  will  be  a  perma- 
nent barrier  to  investment  from  elsewhere  in  the  world. 

Ms.  McKlNNEY.  Mr.  Chairman,  I  may  have  one  additional  ques- 
tion, but  I  see  my  light  is  red.  If  I  could  have  permission,  I  may 
submit  questions  to  the  panel. 

Mr.  Penny.  Without  objection. 

Ms.  McKinney.  Thank  you. 

Mr.  Penny.  Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Very  interesting  testimony.  Mr.  Messina,  in  your  testimony,  you 
state  that  the  Cuba  citrus  sector  is  already  benefiting  from  foreign 
investment  from  Chile,  Spain,  Greece,  and  Israel. 

Mr.  Messina.  Yes,  sir. 

Mr.  Lewis.  And  that  as  a  result,  the  Florida  fresh  grapefruit  ex- 
porters are  beginning  to  feel  the  impact,  particularly  in  competition 
from  Cuba  in  the  European  market.  Would  you  elaborate  on  the  in- 
vestments in  Cuba  as  to  how  Florida  producers  are  being  affected? 

Mr.  Messina.  We  haven't  been  able  to  get  a  great  deal  of  infor- 
mation on  that.  The  reports  indicate  that  the  Israelis  have  invested 
$22  million  which  is  at  Jaguey  Grande  which  Dr.  Deere  referred 
to  as  one  of  the  largest  if  not  the  largest  single  grove  operation  in 
the  world.  Presumably,  a  lot  of  Israeli  investment  has  been  used 
for  irrigation  technology  since  that  is  one  of  the  areas  where  the 
Israelis  have  a  great  deal  of  expertise. 

But  marketing  is  another  key  component  and  that  is  where  the 
Chileans  and  Israelis  in  particular  have  been  very  helpful  to  the 
Cuban  citrus,  in  post-harvest  handling,  packaging,  shipping,  and 
marketing  of  the  Cuba  citrus  into  the  European  market.  Up  to  per- 
haps 4  or  5  years  ago,  the  Cuba  fresh  grapefruit  would  hit  the  Eu- 
ropean market  a  bit  earlier  than  the  United  States  fruit  so  they 
had  an  edge  there,  but  as  soon  as  the  Florida  grapefruit  hit  the 
United  States  market,  even  though  it  was  a  higher  price  because 
of  its  reliable  quality,  it  generally  pushed  the  Cuban  fruit  out  of 
the  market. 
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What  is  happening  is  the  Cuban  fruit  is  becoming  increasingly 
higher  quality  and  the  deliveries  have  been  a  little  bit  more  reli- 
able, and  so  the  United  States  growers — Bobby  McKown  will  speak 
to  this  later  on — it  is  my  understanding  that  the  United  States 
growers  have  been  seeing  lower  prices  in  the  European  market. 
The  Florida  fruit  no  longer  pushes  the  Cuban  fruit  out  of  the  mar- 
ket immediately  upon  its  arrival. 

Mr.  Lewis.  Well,  there  is  about  350,000 — slightly  more — acres  of 
grapefruit  in  cultivation  in  Cuba,  and  within  their  processing  and 
packing  plants  which  are  certainly  boilerplate  there  are  the  highest 
technology,  are  Florida  investments  giving  them  a  leg  up,  say,  a 
day  early  before  normalization  so  that  they  wouldn't  be  able  to 
compete  directly  head  to  head  with  Florida  and  the  rest  of  the 
United  States? 

Mr.  Messina.  The  fact  that  Florida  is  a  very  large  net  exporter 
of  grapefruit,  I  don't  know  that  Cuban  grapefruit  are  going  to  nec- 
essarily— I  don't  know  that  they  will  ever  be  able  to  provide  the 
quality  fruit  into  the  United  States  marketplace.  It  is  just  interest- 
ing that  with  regard  to  citrus,  it  is  already  a  competitive  issue  even 
without  the  embargo — even  with  the  embargo  in  place.  The  ques- 
tions with  regard  to  competition  in  the  United  States  market,  I 
think,  perhaps  would  revolve  more  around  processed  juices  and  it 
is  my  understanding,  we  have  a  couple  of  our  faculty  that  are — cit- 
rus specialist  faculty  that  are  supposed  to  be  traveling  to  Cuba 
next  week  and,  hopefully,  they  will  come  back  with  a  lot  more  de- 
tailed information  than  we  have  at  this  point. 

It  is  my  understanding  that  the  processing  equipment,  tech- 
nology, and  facilities  that  they  have  down  there  are  really  pretty 
much  behind.  Their  juice  extraction  rates  are  typically  lower  than 
Florida  based  on  the  statistics  we  had  up  through  1989.  At  this 
point,  the  United  States  is  still  a  net  importer  of  orange  juice  and 
the  question  would  become,  might  Cuban  juice  begin  to  compete 
with  Florida  juice  if  it  was  allowed  to  get  into  the  United  States 
market  under  a  lifting  of  the  embargo?  And  of  course  then  there 
are  all  the  ancillary  questions  as  far  as  how  that  will  affect  and 
impact  other  juice  exporters  such  as  Mexico  and  Brazil. 

Mr.  Lewis.  Could  you  have  those  two  faculty  members  submit  a 
report  to  this  committee  as  well,  a  copy  of  their  report  that  they 
will  be  giving  you? 

Mr.  Messina.  That  wouldn't  be  a  problem  at  all;  happy  to  do 
that. 

Mr.  Lewis.  We  certainly  would  appreciate  that. 

Also,  I  have  a  question  related  to  the  Cuban  sugar  industry.  You 
did  respond  to  this.  They  have  over  150  sugar  mills  there  in  Cuba 
which  even  the  largest  one  does  not  come  up  to  the  smallest  one 
here  in  the  United  States.  Is  there  any  investment  going  into  the 
Cuban  sugar  industry  or  any  move  to  increase  its  grinding  capacity 
at  its  mills? 

Mr.  Messina.  At  this  point,  no,  not  that  I  am  aware  of.  Given 
world  sugar  market  prices,  it  is  not  going  to  be  as  nearly  attractive 
an  investment  as,  say,  for  example,  citrus  would  be.  A  number  of 
their  mills  are  operating  at  greatly  below  their  previous  capacity. 
In  fact,  some  have  not  even  started  the  last  couple  of  years  for 
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processing  because  of  lack  of  availability  of  cane  close  enough  or 
the  lack  of  the  fuel  to  operate  the  plant. 

And  then  there  is  a  question  of  not  being  able  to  get  replacement 
parts  and  the  maintenance  on  the  facilities  has  been  largely  ne- 
glected over  the  last  2  or  3  years.  So  I  think  the  sugar  industry 
is  probably  generally  in  a  state  of  decline.  And  there  are  some  real 
structural  problems  that  the  sugar  industry  is  going  to  have  to 
work  out  over  the  next  few  years  with  the  embargo  or  without  the 
embargo. 

Mr.  Lewis.  Well,  nobody  knows  how  to  produce  cane  sugar  better 
than  the  Cubans. 

Mr.  MESSINA.  I  suspect  they  are  going  to  be  one  of  the  competi- 
tors. 

Mr.  Lewis.  Mr.  Chairman,  are  you  going  to  have  a  second  round 
of  questions? 

Mr.  Penny.  I  want  to  get  to  Mr.  Canady,  and  if  you  want  some 
other  questions,  we  will  make  time  for  it. 

Mr.  Canady.  I  will  just  defer  to  Mr.  Lewis.  I  have  no  questions. 

Mr.  Penny.  You  are  on. 

Mr.  Lewis.  Thank  you,  Mr.  Canady. 

I  also  wanted — and  Dr.  Deere  I  want  to  ask  you  what  your  feel- 
ing is — do  you  remember  the  questions  I  was  asking  on  citrus?  I 
would  like  a  response  from  you  as  far  as  foreign  investment  in  the 
citrus  industry  in  Cuba  and  how  it  would  impact  Florida  in  par- 
ticular, the  citrus  industry  as  well  as  the  rest  of  the  United  States 
with  normalization. 

Ms.  Deere.  I  think  I  would  pretty  much  go  along  with  Bill's  com- 
ments because  his  group  has  done  the  most  detailed  examination 
of  any  of  us  in  terms  of  the  specific  commodity  groupings.  I  do 
think  that  there  is  considerable  potential  in  terms  of  fruit  process- 
ing. This  was  one  of  the  big  export  growth  industries  in  Cuba  in 
the  1980's.  They  significantly  increased  their  productive  capacity. 

I  am  not  sure  how  modern  their  capital  stock  is  in  terms  of  their 
being  able  to  gear  up  for  the  international  market.  I  do  know  that 
production  of  juices  and  concentrates  has  been  incredibly  reduced 
over  the  last  2  years. 

Mr.  Lewis.  Thank  you.  I  would  like  to  go  back  to  Mr.  Messina 
again.  You  made  the  statement  about  tomatoes.  As  you  are  aware, 
Florida  grows  over  50  percent  of  the  tomatoes  in  the  United  States. 
They  have  a  high  yield  of  tomatoes  along  with  cucumbers  along 
with  peppers  which  is  another  high  yield  in  Florida.  I  would  like 
to  know  how  their  yields  compare  with  Florida  and  how  do  they 
compare  with  the  quality  of  vegetables  in  Florida. 

Mr.  Messina.  As  was  mentioned  earlier,  the  last  statistical  data 
that  was  released  from  the  Cuban  Government  was  1989.  We  are 
trying  to  get  more  data.  But  not  as  detailed  information  as  that, 
we  need  to  help  to  look  at  yields  for  the  specific  commodity 
subsector  within  Cuba.  To  compare  their  yield  right  now  with  Flor- 
ida's, there  wouldn't  be  any  contest. 

We  have  a  publication  on  the  vegetable  sector  that  had  been  pro- 
vided to  your  staff  earlier  where  we  look  at  yields  compared  to 
Florida.  I  believe  that  their  yields  were  less  than  one-half  of  Flor- 
ida's yield  to  this  point,  but  I  could  be  wrong  on  that  specific  num- 
ber. 
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I  think  that  with  the  right  investment  in  technology  and  growing 
techniques  down  there,  they  could  probably  match  Florida's  yield 
as  long  as  they  had  access,  unlimited  access,  unrestricted  access  to 
the  fertilizers,  pesticides,  and  that  sort  of  thing. 

Mr.  Lewis.  I  don't  want  this  question  to  sound  derogatory,  but 
it  seems  to  me  in  response  to  the  answers  to  my  questions  that  all 
of  a  sudden,  within  the  past  recent  history,  IFAS  has  become  inter- 
ested in  normalization  but  you  haven't  done  anything  until  re- 
cently. 

Mr.  Messina.  We  initiated  this  project  actually  about  3  years 
ago.  The  problem  that  we  have,  first  of  all,  was  going  to  be  lack 
of  data.  To  get  the  more  current  data,  we  really  needed  to  travel 
down  to  Cuba  and  establish  some  collaborative  relationships  with 
the  university  down  there. 

We  are  not  allowed  to  use  State  funds  for  that  travel,  so  basically 
we  were  locked  up  in  terms  of  what  we  could  do  with  regard  to 
travel  until  we  were  able  to  obtain  this  MacArthur  foundation 
grant.  It  actually  has  been  about  a  year  and  a  half  ago.  It  took  us 
14  months  to  establish  the  collaborative  agreements  with  the  fac- 
ulty at  the  University  of  Havana. 

If  you  look  at  our  series  of  publications,  we  released  the  first  one 
on  citrus  in  1991.  There  have  been  a  series  of  nine  publications 
prepared  to  this  point  since  that  first  one  in  1991,  so  it  is  some- 
thing we  have  been  working  on  for  upwards  of  3  years  now.  It  is 
now  just  beginning  to  provide  the  information  and  data  that  I 
think  are  of  interest  to  people,  but  it  has  been  a  long,  slow  process. 

Mr.  Lewis.  What  will  it  take  for  IFAS  to  accelerate  its  investiga- 
tion into  the  normalization  of  Cuba  and  its  affects  on  Florida  agri- 
culture as  well  as  the  rest  of  the  United  States.  What  will  it  take 
to  spur  you  guys  on  to — I  think  this  information  is  needed,  and  I 
think  from  the  form  of  your  responses,  we  still  need  a  lot  more  data 
to  see  how  the  American  businessman  can  compete. 

Mr.  Messina.  With  that  information,  there  is  a  lot  more  informa- 
tion we  need.  We  have  11  faculty  members  that  are  involved  in  this 
project  at  the  present  time.  As  I  mentioned,  it  took  14  months  to 
get  the  visa  for  me  and  another  faculty  member  to  get  down  to 
Cuba  in  January  of  this  year. 

In  February,  we  requested  visas  for  12  other  faculty  members  to 
travel.  Since  that  time,  five  have  been  cleared,  two  are  scheduled 
for  travel  on  Monday.  And  we  hope  to  have  the  entire  group  of  fac- 
ulty members.  John  Van  Sickle  is  the  vegetable  specialist.  Tom 
Spreen.  Ron  Muraro.  Some  of  these  names  are  probably  people  you 
know  working  on  citrus. 

Mr.  Lewis.  We  do  have  members  of  private  enterprise  that  have 
made  excursions  to  Cuba  and  back.  Have  you  interrogated  them  as 
to  the  data  and  information  that  they  were  able  to  receive? 

Mr.  Messina.  It  is  my  understanding  that  the  last  of  the  com- 
modity organizations  that  were  able  to  travel  to  Cuba  traveled 
down  there  in  the  late  seventies  or  perhaps  the  early  eighties.  I  am 
not  aware  of  anybody  that  has  traveled  down  there  since  then. 

Mr.  LEWIS.  Late  eighties  and  early  nineties. 

Mr.  Messina.  I  am  not  aware  of  that. 

Mr.  Lewis.  Maybe  we  should  have  some  of  those  people  talk  to 
you. 
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Mr.  Messina.  I  would  be  very  interested  in  that. 

Mr.  Lewis.  Mr.  Chairman,  I  have  one  quick  question  for  Dr. 
Gunn  if  I  could. 

In  your  statement,  you  point  out  that  obtaining  locally  grown 
fruits  and  vegetables  is  extremely  difficult  for  the  Cubans.  Why  is 
this  other  than  the  bureaucracy?  Do  you  have  any  other  reason  for 
that? 

Ms.  Gunn.  Enormous  difficulties  associated  with  the  socialist 
form  of  production  which  is  not  efficient,  severely  exacerbated  by 
the  shortage  of  fuel  and  fertilizer.  Fuel  both  for  harvesting  and 
most  importantly  for  transporting  before  it  rots  to  the  end 
consumer  and,  obviously,  fertilizer  cuts  down  on  production  nor- 
mally. Furthermore,  Cuba  used  to  import  a  large  amount  of  food 
stuffs  from  the  Soviet  Union  in  canned  form. 

Now  that  that  is  no  longer  available,  there  is  a  lot  more  demand 
by  the  local  population  for  fruits  and  vegetables  which  means  that 
the  amount  available  for  the  hotel  industry,  which  is  what  I  was 
referring  to  in  my  testimony,  is  also  strained. 

So  it  is  a  combination  of  bureaucracy,  inefficiency,  fuel  shortages, 
and  fertilizer. 

Mr.  Lewis.  Thank  you  very  much.  I  thank  the  panel.  Thank  you, 
Mr.  Chairman  for  your  indulgence. 

Mr.  Penny.  Thank  you.  We  do  appreciate  your  testimony.  If 
there  are  questions  submitted  by  committee  members,  we  would 
ask  that  you  respond  to  those  at  some  point. 

Thank  you  for  your  participation  in  this  morning's  hearing. 

With  that,  we  will  call  forward  the  third  panel.  Mr.  David 
Graves,  president,  the  Rice  Millers'  Association,  Arlington,  Vir- 
ginia; Mr.  Karl  Johnson,  chairman  of  the  board,  National  Pork  Pro- 
ducers Council,  Mankato,  Minnesota;  and  Mr.  Jack  Reed,  vice 
president,  international,  Archer  Daniels  Midland,  Decatur,  Illinois. 

Mr.  Allard.  Mr.  Chairman,  while  the  panel  is  seating  itself,  I 
would  like  to  be  recognized. 

Mr.  Chairman,  I  have  a  statement  that  I  would  like  to  submit 
for  the  record. 

Mr.  Penny.  Without  objection,  your  statement  will  be  printed  in 
the  record. 

[The  prepared  statement  of  Mr.  Allard  follows:] 
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STATEMENT  OF  THE  HONORABLE  WAYNE  ALLARD 

SUBCOMMITTEE  ON  FOREIGN  AGRICULTURE  AND  HUNGER 

REVIEW  OF  THE  AGRICULTURE  IMPLICATIONS  OF  TRADE  WITH  CUBA 

MAY  19,  1994 

THANK  YOU  MR.  CHAIRMAN.   THE  PURPOSE  OF  THE 
SUBCOMMITTEE  HEARING  IS  TO  REVIEW  THE  IMPLICATIONS  OF 
AGRICULTURE  TRADE  WITH  CUBA.   THE  UNITED  STATES  POLICY 
TOWARD  CUBA  HAS  LARGELY  REMAINED  CONSTANT  SINCE  THE  EARLY 
1960'S.   A  TOTAL  EMBARGO  IS  IN  PLACE— BOTH  ECONOMICALLY  AND 
POLmCALLY.   BECAUSE  OF  THIS  THE  POTENTIAL  IMPACT  OF 
AGRICULTURE  TRADE  WITH  CUBA  SHOULD  PRESENT  CIRCUMSTANCES 
CHANGE,  IS  LARGELY  UNKNOWN. 

TODAY'S  HEARING  WILL  EXPLORE  WHAT  THE  EFFECTS  ON  UNITED 
STATES  AGRICULTURE  COULD  BE  SHOULD  TRADE  WITH  CUBA  BE 
RESUMED.   THE  BREAK  UP  OF  THE  FORMER  SOVIET  UNION  MEANS  THAT 
CUBA  LOST  ITS  PRIMARY  SOURCE  OF  FUELS  AND  CHEMICALS  FOR 
AGRICULTURE  PRODUCTION  AND  ITS  EXPORT  MARKET. 

CURRENTLY  CUBA  IS  A  NET  EXPORTER  OF  FOOD  AND 
AGRICULTURE  PRODUCTS.   BUT,  IT  STILL  MUST  IMPORT  SIGNIFICANT 
AMOUNTS  OF  GRAIN,  FEED,  AND  LIVESTOCK.   CUBA  PRODUCES 
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VEGETABLES,  SUGAR,  RICE,  AND,  CITRUS;  HOWEVER,  REPORTS  INDICATE 
THAT  FOR  SOME  OF  THESE  CROPS  PRODUCTION  IS  DOWN  IN  RECENT 
YEARS. 

MUCH  OF  THE  AGRICULTURE  PRODUCTION  IN  CUBA  MIRRORS 
THAT  OF  FLORIDA   THEREFORE  KNOWLEDGE  OF  THE  POTENTIAL 
IMPACT  ON  THAT  STATE  IS  ESSENTIAL.   I  PARTICULARLY  WANT  TO 
THANK  CONGRESSMEN  LEWIS  FOR  HIS  INTEREST  AND  ASSISTANCE  IN 
PREPARATION  OF  THIS  HEARING. 

I  WANT  TO  WELCOME  OUR  WITNESSES  AND  I  LOOK  FORWARD  TO 
HEARING  THEIR  TESTIMONY.   THANK  YOU  MR.  CHAIRMAN. 


31 

Mr.  Penny.  We  will  proceed  with  you,  Mr.  Graves.  We  welcome 
you  to  the  subcommittee.  Your  entire  statement  will  be  included  in 
the  record  and  we  ask  that  you  summarize  your  remarks  as  best 
you  can. 

STATEMENT  OF  DAVID  GRAVES,  PRESIDENT,  RICE  MILLERS' 
ASSOCIATION  AND  U.S.  RICE  PRODUCERS  GROUP 

Mr.  GRAVES.  Thank  you.  Good  morning,  Mr.  Chairman  and  mem- 
bers of  the  subcommittee. 

My  name  is  David  Graves.  I  am  president  of  the  Rice  Millers'  As- 
sociation. The  Rice  Millers'  Association  is  one  of  the  oldest  agricul- 
tural organizations  in  the  United  States,  having  been  established 
in  1899.  My  comments  today  will  not  only  reflect  the  views  of  the 
Rice  Millers'  Association,  but  they  will  also  reflect  the  views  of  the 
United  States  Rice  Producers  Organization,  an  organization  that 
represents  producers  in  the  five  major  rice  producing  States  in  the 
United  States. 

The  U.S.  rice  industry  is  always  happy  to  visit  with  the  commit- 
tee regarding  trade  and  trade  matters,  in  particular  because  of  the 
very  critical  nature  of  trade  to  the  economic  well-being  of  the  U.S. 
rice  industry.  The  U.S.  rice  industry  exports  approximately  50  per- 
cent of  the  production  of  our  rice  each  year.  We  export  that  rice  to 
over  116  countries  in  the  world  and  have  been  doing  that  for  many 
years. 

One  of  the  reasons  that  our  rice  industry  is  successful  in  export- 
ing rice  to  so  many  countries  around  the  world  is  due  to  the  very 
high  quality  of  the  rice  that  is  produced  in  the  United  States,  com- 
bined with  the  very  advanced  infrastructure  the  industry  has  for 
producing,  processing,  and  handling  rice.  Those  two  factors  com- 
bine to  establish  for  the  U.S.  rice  industry  a  status  of  reliable  sup- 
plier. 

And  while  we  only  produce  1V2  to  2  percent  of  the  world's  supply 
of  rice,  we  account  for  about  18  to  20  percent  of  world  trade.  And 
those  are  very  important  statistics  for  the  regional  economies 
where  rice  is  in  fact  grown.  Regarding  Cuba  and  the  United  States 
rice  industry,  it  is  a  relatively  concise  story. 

Cuba  has  in  fact  at  one  point  been  our  largest  market.  For  exam- 
ple, in  1951,  Cuba  imported  250,000  tons  of  rice  from  the  United 
States.  That  year,  250,000  tons  of  rice  exports  accounted  for  about 
50  percent  of  our  exports.  Cuba  did  not  always  account  for  that 
high  a  percentage  of  our  exports.  It  varied  from,  oh,  say  15  or  20 
percent  up  to  a  high  of  50  percent  during  that  time.  So  trade  with 
Cuba  fluctuated  considerably.  However,  it  is  notable  to  understand 
the  type  rice  that  Cuba  imported  from  the  United  States. 

As  indicated  earlier  in  some  testimony,  Cuba  did  have  a  very 
strong  economy  at  one  point.  And  the  rice  that  Cuba  imported  from 
the  United  States  was  our  very  highest  quality  long  grain  rice,  and 
they  purchased  that  rice  on  a  commercial  basis.  A  market  that 
would  be  similar  today  as  a  comparative  analogy  here  would  be  the 
European  Union,  the  rice  that  the  European  Union  imports  from 
the  United  States  today  on  a  commercial  basis  is  rice  of  that  na- 
ture. It  is  our  premium  grade  long  grain  rice.  They  bought  long 
grain  rice  equivalent  to  the  demand  that  Japan  has  for  medium 
grain  rice,  very  high  quality. 
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What  has  happened,  though,  since  the  embargo  is  that  Cuba  has 
purchased  rice  from  mainly  Thailand  and  China.  That  was  indi- 
cated here  today.  The  rice  is  not  of  the  same  quality  that  they  im- 
ported from  the  United  States.  Second,  they  are  also  importing 
some  medium  grain  rice.  There  is  not  that  much  medium  grained 
rice  traded  in  the  world.  Most  trade  of  rice  in  the  world  is  the  long 
grain  rice.  So  when  you  find  that  they  are  buying  rice  from  Thai- 
land, although  Thailand  produces  relatively  good  quality  rice,  it  is 
not  rice  that  is  comparable  to  the  high  quality  United  States  long 
grain  rice. 

The  situation,  as  far  as  our  competitors  conducting  business  in 
Cuba,  it  is  important  to  note  that  Thailand  is  in  fact  the  world's 
largest  exporter  of  rice.  Thailand  accounts  for  about  35  percent  of 
world  trade  in  rice  and  Thailand  is  of  course  a  major  supplier  of 
rice  to  Cuba  today. 

If  and  when  relations  with  Cuba  were  to  be  normalized,  the 
United  States  rice  industry  believes  we  would  in  fact  be  able  to  re- 
establish a  market  for  United  States  rice  in  Cuba.  However,  as  you 
have  heard  here  this  morning,  there  would  be  a  considerable  tran- 
sition period  of  time  we  believe  because  of  the  State  of  the  economy 
in  Cuba  today. 

What  that  would  suggest  is  that  for  Cuba  to  buy  United  States 
rice  in  the  short  term  after  liberalization  would  occur,  would  prob- 
ably require  some  type  of  governmental  assistance.  Our  farmers  do 
not  and  have  not  and  are  not  interested  in  producing  cheap,  low- 
quality  rice  like  what  might  be  available  from  some  suppliers 
around  the  world,  most  notably  Vietnam,  and  to  some  extent,  the 
rice  that  is  exported  from  Thailand. 

As  you  might  know,  United  States  rice  is  a  very  capital  intensive 
crop.  It  is  in  fact  one  of  the  most  expensive  crops  in  the  United 
States,  especially  of  the  program  crops.  So  while  we  are  very  opti- 
mistic about  the  future  of  rice  exportation,  it  is  quite  interesting 
to  note  that  one  of  the  factors  that  continues  to  restrict  and  limit 
the  exportation  of  rice  from  the  United  States  continues  to  be  gov- 
ernment interference  around  the  world.  That  is  why  the  United 
States  rice  industry  has  been  a  very  strong  supporter  of  NAFTA  as 
well  as  the  GATT  agreement. 

Mr.  Chairman  and  members  of  the  committee,  thank  you  for  this 
opportunity.  I  would  be  glad  to  answer  questions  that  you  may 
have. 

[The  prepared  statement  of  Mr.  Graves  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Penny.  Thank  you,  Mr.  Graves.  Next,  Mr.  Johnson. 

STATEMENT  OF  KARL  JOHNSON,  CHAIRMAN,  TRADE 
COMMITTEE,  NATIONAL  PORK  PRODUCERS  COUNCIL 

Mr.  Johnson.  Thank  you,  Mr.  Chairman  and  members  of  the 
subcommittee.  My  name  is  Karl  Johnson.  I  am  a  pork  producer 
from  Mankato,  Minnesota.  I  am  here  testifying  for  the  National 
Pork  Producers.  I  am  immediate  past  president  and  currently  serve 
as  their  chairman  of  the  trade  committee.  It  is  the  intent  of  my  tes- 
timony today  not  to  comment  on  our  Government's  political  or  eco- 
nomic policies  regarding  Cuba,  but  rather,  the  potential  trade  im- 
plications for  the  United  States  pork  industry,  should  trade  rela- 
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tions  be  normalized.  We  believe  if  trade  relations  were  reestab- 
lished, that  Cuba  has  the  potential  to  become  one  of  our  largest 
pork  import  markets  in  the  Caribbean. 

To  put  Cuban  pork  export  opportunities  into  perspective,  you 
may  know  that  the  United  States  pork  industry  is  aggressively 
working  to  expand  its  exports.  The  U.S.  pork  industry  is  the 
world's  lowest  cost  producer  and  that  pork  is  the  meat  of  choice  in 
the  world.  Specifically,  pork  accounts  for  approximately  44  percent 
of  the  meat  protein  consumed  around  the  globe.  Yet,  the  U.S.  ex- 
ports only  2.5  percent  of  its  annual  production.  As  a  result,  any 
market  or  market  potential  is  of  tremendous  interest  to  the  U.S. 
pork  industry. 

While  verifiable  statistics  for  Cuba  are  difficult  to  obtain,  the 
Foreign  Agricultural  Organization  estimates  indicate  that  their 
1990  to  1992  annual  imports  of  pork,  prepared  meat,  and  canned 
meat  averaged  25,359  tons.  We  exported  none  of  this  total.  Put  into 
perspective,  approximately  11  million  person  population  in  Cuba 
imports  roughly  the  same  quantity  of  pork,  canned  and  prepared 
meat  that  our  industry  exported  to  Mexico  in  1993. 

Based  upon  our  industry's  experience  in  other  Caribbean  mar- 
kets, should  trade  relations  be  established  with  Cuba,  we  believe 
significant  opportunities  for  pork  and  pork  product  trade  would  de- 
velop. I  might  add  that  the  Caribbean  or  the  whole  Caribbean  is- 
land area  is  our  fifth  largest  market  with  the  Netherlands  and  An- 
tilles being  our  seventh  largest  market  individually.  There  are 
other  published  reports  that  say  that  imports  of  meat  into  Cuba 
could  be  as  high  as  150,000  metric  tons. 

It  is  our  understanding  the  majority  of  the  trade  that  is  going 
on  with  Cuba  at  this  time  is  under  barter-type  transactions.  With 
the  collapse  of  the  Soviet  Union,  these  opportunities  for  trade  have 
been  significantly  diminished.  At  the  same  time,  pork  production  in 
Cuba  has  reportedly  been  significantly  reduced  also. 

A  significant  concern  to  our  industry  is  that  the  trade  opportuni- 
ties with  Cuba  may  be  lost  to  highly  subsidized  and  predatory  pric- 
ing practices  of  the  European  Union.  Our  concern  is  well-founded. 
The  Europeans,  particularly  the  Netherlands  and  Denmark,  control 
a  majority  of  the  current  pork  activity  throughout  the  Caribbean. 
In  an  increasing  competitive  global  marketplace,  we  do  not  want 
the  market  potential  in  Cuba  to  also  be  lost  to  our  European  com- 
petition. 

We  believe  that  Cuba  offers  significant  potential  for  exports  for 
the  United  States  pork  industry  given  our  proximity  to  this  market 
and  our  status  as  the  low-cost  producer  in  the  world.  Specifically, 
we  believe  that  Cuba  could  likely  become  one  of  the  top  10  export 
destinations  for  United  States  pork  if,  upon  trade  liberalization, 
our  industry  could  capture  a  significant  share  of  the  Cuba  pork  im- 
port market. 

Mr.  Chairman,  thank  you  for  this  opportunity.  I  would  be  willing 
to  answer  questions. 

[The  prepared  statement  of  Mr.  Johnson  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Penny.  Thank  you,  Mr.  Johnson.  Next,  Mr.  Reed. 
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STATEMENT  OF  JOHN  G.  REED,  JR.,  VICE  PRESIDENT,  INTER- 
NATIONAL, ARCHER  DANIELS  MIDLAND  CO.,  AND  CHAIR- 
MAN, INTERNATIONAL  TRADE  POLICY  COMMITTEE,  NA- 
TIONAL OILSEED  PROCESSORS  ASSOCIATION 

Mr.  Reed.  Thank  you,  Mr.  Chairman.  I  should  perhaps  mention 
that  I  also  serve  as  chairman  of  the  international  trade  policy  com- 
mittee of  the  National  Oilseed  Processors  Association. 

I  would  like  to  focus  my  remarks  on  the  potential  Cuban  market 
for  United  States  oilseed  products,  in  view  of  the  upcoming  post- 
Uruguay  Round  environment.  You  have  received  a  letter  from  the 
National  Oilseed  Processors  Association  which  points  out  that  over 
the  past  6  years,  Cuba's  average  imports  of  vegetable  oil  have  been 
about  115,000  metric  tons  per  year;  and  of  oilseed  meals,  about 
300,000  metric  tons  per  year.  These  averages  actually  understate 
the  potential  of  the  Cuban  import  market,  because  the  per  capita 
consumption  of  vegetable  oil  has  declined  precipitously  during  the 
last  3  years,  thereby  reducing  the  6-year  averages.  The  same  thing 
is  true  for  their  new  supplies  of  protein  meals. 

It  seems  obvious  that  normalization  of  commercial  relationships 
between  the  United  States  and  Cuba  would  put  the  United  States 
in  an  excellent  position  to  compete  for  the  Cuban  market  because 
of  our  geographical  proximity,  our  low-cost  production,  and  our  fa- 
vorable logistics.  This  would  certainly  be  the  case  if  all  other  things 
were  equal.  Unfortunately,  we  are  going  to  be  faced  with  a  situa- 
tion post-Uruguay  Round  where  all  other  things  are  not  equal. 

During  recent  years,  the  United  States  has  utilized  the  EEP, 
SOAP,  and  COAP  programs  aggressively  in  order  to  make  our  veg- 
etable oil  exports  price-competitive  with  subsidized  vegetable  oils 
coming  from  other  major  exporters.  However,  the  Uruguay  Round 
Final  Act  requires  that  the  United  States  reduce  its  use  of  EEP, 
SOAP,  and  COAP  for  vegetable  oils  by  79  percent  over  the  first  6 
years  of  implementation  of  the  Round. 

That  will  reduce  the  amount  of  vegetable  oil  eligible  for  these 
programs  from  677,000  metric  tons  per  year  to  141,000  metric  tons 
per  year.  This  would  not  be  so  bad  if  it  were  not  for  the  fact  that 
the  trade  practices  utilized  by  all  of  our  major  vegetable  oil  export- 
ing competitors  are  not  affected  in  any  way  by  the  results  of  the 
Uruguay  Round. 

It  seems  odd  that  we  are  in  the  position  of  having  to  reduce  our 
export  subsidies  for  vegetable  oils  by  79  percent,  while  no  other 
countries  are  committed  to  reducing  theirs  at  all.  The  reason  is 
very  simple.  EEP,  SOAP,  and  COAP  are  export  subsidies,  pure  and 
simple,  and  very  transparent.  Nobody  has  ever  claimed  they  are 
anything  other  than  export  subsidies.  However,  the  trade  practices 
used  by  our  competitors  in  Argentina,  Brazil,  Malaysia,  and  the 
European  Union  are  not  direct  export  subsidies.  They  are  instead 
indirect  subsidies  which  are  not  restrained  or  constricted  in  any 
way  by  the  results  of  the  Uruguay  Round. 

Given  that  increasingly  unfavorable  competitive  situation  as  a 
result  of  the  Uruguay  Round,  the  potential  importance  of  the  near- 
by Cuban  market  becomes  even  greater  than  it  would  be  under 
other  circumstances.  The  U.S.  oilseed  industry  is  going  to  have  to 
seek  out  markets  where  we  do  have  a  significant  competitive  ad- 
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vantage  because  of  our  geographic  proximity,  our  low-cost  produc- 
tion, and  our  favorable  logistics. 

Cuba  would  clearly  represent  such  a  market  if  commercial  rela- 
tions were  normalized.  Thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Reed  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Penny.  Thank  you  for  your  testimony. 

Mr.  Graves,  your  rice  exports  today  are  spanning  the  globe.  You 
did  indicate  that  Thailand  tends  to  be  the  biggest  competitor.  Can 
you  talk  more  specifically  about  the  opportunities  for  the  United 
States  with  Cuba  in  relationship  to  those  who  are  now  providing 
the  rice  needs  of  the  Cuban  population,  and  how  we  stack  up  in 
price  and  the  transportation  differential,  other  factors? 

Mr.  Graves.  Mr.  Chairman,  the  rice  industry  has  not  conducted 
a  study  on  its  own.  And  we  have  not  and  I  guess  for  the  same  rea- 
sons that  you  have  heard  earlier,  the  restrictions  in  trying  to  col- 
lect information  directly.  However,  generally,  the  United  States  is 
successful  in  selling  rice  around  the  world  in  the  markets  that  we 
have  today  because  there  is  a  preference,  at  least  to  some  degree, 
in  almost  every  market  in  the  world  for  high  quality  rice  products. 

But  more  importantly  than  just  the  high  quality  nature  of  the 
rice  itself,  there  must  also  be  in  commerce  the  ability  to  provide  the 
terms  and  agreements  of  the  contract  and  other  specifications  such 
as  delivery  dates,  delivery  of  the  actual  quality  of  rice  contracted 
for.  We  believe  that  location  provides  transportation  advantages. 

The  quality  of  our  rice  and  the  location  of  the  United  States  to 
the  Cuban  market  is  what  contributed  to  our  successes  in  that 
market  when  we  were  able  to  be  there  previously,  prior  to  the  em- 
bargo. During  those  years,  the  U.S.  rice  industry  has  continued  to 
modernize.  So  relative  to  our  competitors  around  the  world,  the 
United  States  rice  industry  has  not  really  slipped. 

Our  rice  is  still  extremely  high  quality.  It  is  rice  that  we  have 
demonstrated  an  ability  to  fulfill  all  of  the  terms  and  conditions  of 
the  purchase  contract,  and  based  on  that  ability,  we  are  confident 
that  we  will  be  able  to  once  again  sell  rice  at  least  to  some  degree 
to  some  percentage  of  the  consumers  in  Cuba.  However,  the  caveat 
is,  as  was  pointed  out  here  this  morning,  they  must  have  an  in- 
come commensurate  with  the  needs  to  buy  U.S.  rice. 

Our  producers  don't  intend  to  go  the  other  direction,  neither  does 
the  industry.  And  so  it  is  just  simply,  Mr.  Chairman,  based  on  that 
confidence  that  we  do  know  that  around  the  world  there  is  a  de- 
mand for  high  quality  rice  and  it  is  demonstrated  year  in  and  year 
out.  The  Cuban  economy  will  have  to  improve  in  order  to  buy  our 
rice,  otherwise  they  would  be  forced  from  an  economic  standpoint 
to  continue  to  import  lower  quality  rice  from  other  sources. 

Mr.  Penny.  Thank  you,  Mr.  Graves. 

Mr.  Johnson,  has  your  association  done  an  analysis  of  Cuban 
pork  imports  at  present?  Are  they  drawing  those  imports  from  Eu- 
rope at  this  time? 

Mr.  Johnson.  Mr.  Chairman,  most  of  what  we  see,  as  I  tried  to 
point  out,  it  is  difficult  to  find.  We  think  most  of  the  imports  are 
coming  from  Western  Europe,  yes,  and  some  from  Canada. 

Mr.  Penny.  Is  there  information  available  to  indicate  where  most 
of  the  consumption  is  occurring?  I  know  we  have  a  growing  tourism 
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industry  in  Cuba  and  there  is  a  lot  of  money  to  be  made  from  tour- 
ists. We  have  a  relatively  impoverished  population  in  Cuba.  I  am 
just  wondering  how  much  of  the  meat  imports  might  be  going  to 
the  tourism  sector  rather  than  to  the  population  as  a  whole. 

Mr.  Johnson.  I  would  not  have  those  actual  statistics,  but  I 
would  assume  your  analysis  is  probably  right,  that  a  good  deal  of 
that  is  going  to  the  tourism  sector.  We  do  know  that  in  the  rest 
of  the  Caribbean,  though,  that  pork  is  a  very  highly  used  product 
by  the  native  population. 

Mr.  Penny.  In  terms  of  indigenous  production  capability,  is  there 
a  reason  that  Cuba  hasn't  been  a  major  producer  in  this  area? 

Mr.  JOHNSON.  As  was  pointed  out  in  some  of  the  testimony  be- 
fore, I  think  that  a  great  deal  of  their  land  is  used  for  vegetable 
production  and  this  type  of  thing  and  not  necessarily  for  feed 
grains  production,  as  we  see  the  statistics  that  we  have  are  show- 
ing that  probably  their  domestic  pork  production  is  going  to  go 
down  as  they  are  killing  off  their  breeding  herd  probably  because 
of  a  lack  of  feed  grains.  This  is  a  problem  that  many  other  areas 
in  that  part  of  the  world  have. 

Mr.  Penny.  And  the  exports  to  Mexico,  you  indicated  that  the 
current  import  of  pork  products  in  Cuba  exceeds  the  amount  that 
is  being  imported  in  Mexico?  Did  I  get  that  statistic  correct?  Is  this 
total  pork  imports? 

Mr.  Johnson.  No,  it  is  the  amount  that  our  industry,  the  United 
States  industry  exported  to  Mexico. 

Mr.  Penny.  So  what  Cuba  is  currently  importing  from  other 
countries  is  larger  than  the  amount  that  the  United  States  is  now 
sending  to  Mexico,  even  though  Mexico  has  a  population  eight,  nine 
times  larger  than  Cuba? 

Mr.  Johnson.  That  is  correct,  Mr.  Chairman. 

Mr.  Penny.  The  growth  pattern  for  American  pork  exports  to 
Mexico,  what  are  your  projections  on  the  growth  potential? 

Mr.  Johnson.  We  think  that  it  will  increase  significantly  with 
the  approval  of  the  NAFTA.  We  see  it  at  least  doubling  the  next 
couple  of  years. 

Mr.  Penny.  Doubling  in  the  next  few  years? 

Mr.  Johnson.  Yes. 

Mr.  Penny.  That  is  significant.  I  guess  when  we  looked  at 
NAFTA  last  year,  we  anticipated  that  the  processed  meat  industry 
was  an  industry  that  would  benefit  from  the  arrangement,  but 
those  projections  are  quite  encouraging.  Mr.  Reed,  you  complained 
about  the  GATT  agreement  in  terms  of  its  inability  to  put  export 
subsidies  on  a  par  with  one  another  and  you  referenced  some  of  the 
hidden  subsidies  that  exist. 

Would  you  elaborate  a  little  more  about  the  nature  of  the  sub- 
sidies that  we  are  trying  with  some  success  to  counter  through  our 
SOAP,  COAP,  and  EEP  programs. 

Mr.  Reed.  I  would  be  happy  to.  In  Argentina,  there  are  two  prin- 
cipal subsidies.  One  is  what  we  refer  to  as  a  differential  export  tax 
structure  which  favors  the  processing  of  the  raw  material  at  the  or- 
igin and  export  of  the  finished  products  rather  than  exportation  of 
the  raw  material.  Argentina  also  awards  a  rebate  upon  export  of 
indirect  internal  taxes  incurred  in  the  production  of  oil  and  meal. 
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Brazil  has  a  similar  differential  export  tax  structure  and,  more 
importantly,  they  have  a  program  for  deferring  the  collection  of  in- 
ternal value-added  taxes  without  interest  or  without  indexation  or 
monetary  correction.  This  is  a  huge  subsidy  to  Brazilian  processors. 

Malaysia's  export  subsidies  are  primarily  in  the  form  of  sub- 
sidized or  preferential  export  financing  for  Malaysian  palm  oil. 
They  have  both  a  preexport  financing  program  and  a  postexport  fi- 
nancing program.  And  in  recent  years,  they  have  also  introduced 
long-range  credit  programs  for  their  foreign  customers  for  the  con- 
struction of  storage  tank  facilities  and  refineries  to  refine  crude  oil 
into  palm  oil. 

In  the  European  Community,  the  subsidies  today  are  in  the  form 
of  subsidies  for  the  production  of  oilseeds.  There  are  no  longer  any 
subsidies  available  to  European  processors.  There  are  no  direct  ex- 
port subsidies  for  vegetable  oil. 

Mr.  Penny.  Recognizing  some  of  these  inequities  and  realizing 
that  the  U.S.  Government  is  going  to  have  to  ratchet  down  its  ex- 
port subsidies  in  order  to  comply  with  the  GATT,  is  your  industry 
taking  a  favorable  position  on  the  GATT  agreement? 

Mr.  Reed.  Mr.  Chairman,  our  industry  historically  has  always 
been  a  vocal  advocate  of  free  trade.  Through  the  entire  7  years  of 
Uruguay  Round  negotiations,  we  have  maintained  that  position. 
We  now  find  ourselves  in  the  unfortunate  position  of  maintaining 
our  basic  conviction  that  true  free  trade  is  by  far  the  most  con- 
structive approach,  yet  we  are  being  placed  at  a  significant  com- 
petitive disadvantage  because  of  the  peculiarities  of  the  Uruguay 
Round  as  it  applies  to  oilseeds  and  oilseed  products. 

Very  frankly,  we  are  going  through  an  agonizing  reappraisal  of 
what  our  position  will  be  on  the  Uruguay  Round.  We  haven't 
reached  a  conclusion  yet. 

Mr.  Penny.  You  haven't  reached  a  final  conclusion,  even  though 
your  general  philosophy  has  been  in  support  of  it. 

Mr.  Reed.  Our  philosophy  has  been  in  favor  of  it,  but  we  know 
we  are  going  to  be  hurt  by  this  Round,  and  we  are  having  to  reex- 
amine our  position. 

Mr.  Penny.  Have  you  discussed  possible  initiatives,  legislative 
initiatives  that  might  be  GATT  legal  that  might  eliminate  some  of 
the  disadvantage  you  are  going  to  face  as  we  ratchet  down  these 
export  subsidies? 

Mr.  REED.  Sir,  a  letter  from  the  industry,  from  the  American  Oil- 
seed Coalition  which  represents  both  producers  and  processors  of 
principal  oilseeds,  will  go  to  Secretary  Espy  within  a  day  or  two, 
setting  forth  this  situation  in  complete  detail,  and  requesting  his 
assistance  in  trying  to  devise  ways  to  deal  with  the  unfortunate  sit- 
uation in  which  we  find  ourselves. 

In  addition  to  that,  I  sent  a  letter  to  my  industry  colleagues  the 
day  before  yesterday  asking  them  for  specific  recommendations  in 
line  with  the  question  which  you  just  asked.  So,  again,  we  are 
going  through  a  period  of  reappraisal.  We  are  going  to  have  to  com- 
plete that  reappraisal  in  a  few  weeks,  but  we  are  just  now  getting 
into  the  meat  of  it. 

Mr.  Penny.  Thank  you. 

Mr.  Allard. 
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Mr.  Allard.  I  just  have  one  question  for  Mr.  Graves.  Is  the  cli- 
mate in  Cuba  such  that  you  can  grow  rice  there? 

Mr.  Graves.  Yes,  sir. 

Mr.  Allard.  So  if  they  would  come  into  normal  relations  and 
their  economy  picked  up,  could  you  expect  Cuba  to  be  a  place 
where  the  production  of  rice  would  go  up  markedly  and  could  end 
up  competing  with  the  United  States  rice  grower? 

Mr.  Graves.  We  are  not  so  certain  about  the  last  point,  but  it 
is  clear  that  Cuba's  rice  production  had  been  increasing  in  the  pe- 
riod of  time  immediately  preceding  the  embargo,  not  so  much  so 
that  they  were  discontinuing  the  importation  of  rice. 

I  suppose  the  answer  to  that  question  would  simply  depend  on 
how  rapidly  the  economy  grew.  We  don't  believe  that  they  would 
be  able  to  produce  all  of  the  rice  that  is  being  consumed  because 
we  believe,  as  has  been  indicated  here  today,  there  are  far  better 
economic  alternatives  for  the  use  of  any  capital  that  would  be 
available  for  investment  in  agriculture  in  Cuba.  But  they  definitely 
have  the  ability  to  produce  rice,  we  just  do  not,  though,  at  this 
point,  believe  that  they  would  ever  be  at  a  point  where  they  actu- 
ally would  be  a  major  competitor  for  the  U.S.  market  for  rice. 

Mr.  Allard.  Thank  you  very  much. 

That  is  all  I  have,  Mr.  Chairman. 

Mr.  Penny.  Mr.  Lewis. 

Mr.  Lewis.  Mr.  Chairman,  I  only  have  one  question,  I  believe,  for 
Mr.  Graves.  You  made  mention  in  your  testimony  that  you  felt  that 
after  a  period  of  time,  that  after  normalization,  that  the  American 
rice  producers  would  be  able  to  import  into  Cuba  and  at  a  satisfac- 
tory rate.  Currently,  I  think  you  said  that  34  percent  of  the  rice 
in  the  world  is  produced  by  Thailand? 

Mr.  Graves.  The  trade,  yes.  Thailand  accounts  for  about  35  per- 
cent. 

Mr.  Lewis.  Thailand  recently,  observing  their  agricultural  oper- 
ation— and  it  is  influenced  of  course  by  American  influence,  United 
Kingdom — but  the  greatest  influence  is  the  China  influence,  and 
they  certainly  are  an  influence  in  that  whole  Pacific  Rim  at  this 
point  in  time. 

They,  being  a  socialist  country,  still,  though  their  edges  are  being 
eroded  by  capitalism,  they  still  have  favorite  customers  throughout 
the  world.  In  addition  to  that,  the  Thai's  economy  is  just  absolutely 
exploding  and  many  economists  feel  it  could  supply  Japan  in  the 
near  future.  With  this  ability  and  the  ability  of  high  technology, 
they  are  increasing  the  quality  of  all  of  their  products  which  would 
include  rice,  with  normalization  of  Cuba,  and  if  Thailand  did  that 
and  China  remained  an  influence,  do  you  think  you  could  compete 
and  increase  your  exports  to  Cuba  in  a  satisfactory  manner? 

Mr.  Graves.  It  is  hard  to  know  what  would  satisfy  every  rice 
farmer  and  every  rice  miller  in  the  country,  but  the  record  that  the 
U.S.  rice  industry  has  built  over  the  last  50  to  60  years  clearly 
demonstrates  that  we  have  the  ability  to  provide  a  rice  that  is  dis- 
tinctive enough  to  capture  a  share,  a  percentage  of  most  any  mar- 
ket in  the  world  where  we  have  the  opportunity  to  go  in  and  freely 
promote  the  U.S.  rice  product.  There  is  no  doubt  about  it. 

We  are  faced  with  very  extreme  competitive  pressures  from  Thai- 
land, not  because  or  due  solely  to  the  virtue  of  their  rice  production 
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capabilities,  but  due  to  the  way  rice  is  marketed  by  Thailand.  It 
is  interesting  to  note  that  Thailand,  of  course,  is  a  member  of 
GATT  and  it  is  one  of  those  very  closed  rice  markets  in  the  world 
that  is  now  going  to  be  opened  slightly  due  to  the  GATT  agreement 
provided  it  is  implemented  and  which  we  believe  is  going  to  have 
an  impact  on  their  rice  industry. 

They  will  now  have  an  opportunity  to  do  business  with  competi- 
tors on  their  own  turf.  Our  market  is  open  and  one  of  the  largest 
suppliers  of  foreign  rice  to  the  United  States  is  Thailand  because 
they  produce  a  particular  type  of  rice  that  we  do  not.  So  the  mere 
fact  that  Thailand  can  produce  rice  and  sell  to  the  United  States 
when  we  are  the  No.  2  exporter  of  rice  in  the  world  suggests  that, 
around  the  world,  rice  is  not  just  rice  because  it  all  looks  white. 
There  is  a  difference  and  there  is  a  distinctive  taste. 

We  are  learning  about  that  in  Japan.  But  Japan  then  is  a  very 
clear  example  of  where  the  United  States  rice  has  a  quality  that 
is  distinctive.  Japan,  in  spite  of  all  that  has  been  said  over  all  those 
years,  is  finding  that  of  all  the  origins  of  rice  that  they  are  import- 
ing today  under  the  emergency  import  program,  United  States  rice 
is  the  best. 

It  has  the  highest  level  of  acceptance  of  all  rices,  including  rice 
from  Thailand,  China  and  Australia.  Our  ability  to  compete  is 
going  to  be  forever  tied  up  and  very  closely  related  to  the  U.S.  rice 
industry's  ability  to  produce  a  quality  product  and  differentiate  it 
on  that  basis. 

Mr.  Lewis.  So  it  doesn't  make  any  difference  whether  it  is  Cuba 
or  anybody  else. 

Mr.  Penny.  Thank  you,  Mr.  Lewis.  And  thank  you  for  your  pres- 
entations this  morning. 

With  that,  we  will  move  on  to  our  final  panel.  Mr.  Carl  B.  Loop, 
Jr.,  president,  Florida  Farm  Bureau  Federation;  and  Mr.  Bobby  F. 
McKown,  vice  president  and  general  manager,  Florida  Citrus  Mu- 
tual. 

We  will  start  with  you,  Mr.  Loop.  We  welcome  you  to  the  com- 
mittee and  look  forward  to  your  testimony.  Your  entire  written  re- 
marks will  be  included  in  the  record. 

STATEMENT  OF  CARL  B.  LOOP,  JR.,  PRESIDENT,  FLORIDA 
FARM  BUREAU  FEDERATION 

Mr.  Loop.  Thank  you,  Mr.  Chairman,  and  members  of  the  sub- 
committee. I  appreciate  the  opportunity  to  be  here  this  morning 
and  it  is  great  to  see  you  all  addressing  this  subject.  It  is  a  very 
important  subject,  and  particularly  as  far  as  Florida  agriculture  is 
concerned. 

When  we  think  about  Cuba,  there  are  many  unknowns,  and  as 
we  go  through  life,  it  is  these  unknowns  that  worry  us.  And  I  guess 
our  concerns  right  now  are  very  similar  to  what  we  had  when  we 
looked  at  the  North  American  Free-Trade  Agreement. 

Our  climate  is  very  much  the  same  as  Cuba.  They  grow  the  same 
commodities  we  grow,  to  a  large  extent,  and  would  be  competing 
with  the  same  market  as  they  did  some  40  years  ago.  So  we  are 
concerned  about  that  because  there  is  such  a  difference  in  the  econ- 
omy of  the  two  countries  and  they  have  some  definite  advantages 
in  plentiful,  cheap  labor,  they  do  not  have  the  regulatory  restric- 
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tions  that  we  have,  and  our  cost  of  production  just  continues  to  go 
up.  And  as  we  look  at  Cuba,  their  cost  of  production  is  rather 
cheap. 

Of  course  they  do  not  have  the  infrastructure  that  we  have  and 
so  that  gives  us  an  advantage  there.  So  as  we  try  to  weigh  these 
things,  it  is  very  difficult  to  do  and  we  are  just  beginning  to  take 
a  very  hard  look  at  it.  We  are  pleased  to  see  here  Mr.  Messina's 
report  and  see  what  IFAS  is  doing,  and  we  are  working  with  them 
and  talking  with  them  on  a  regular  basis  and  hope  to  continue  to 
gain  more  information  that  would  be  helpful  as  we  try  to  form  a 
position. 

Our  delegate  body  passed  a  resolution  back  in  November  of  1993 
that  said,  "We  oppose  importation  of  any  agricultural  products 
from  Cuba  under  its  present  form  of  government."  And  the  only 
reason  I  mention  that  is  because  there  was  a  lot  of  discussion  and, 
basically,  we  oppose  using  sanctions  or  embargoes  to  try  to  force 
social  and  political  reforms.  But  in  this  case,  since  they  are  already 
in  place,  we  would  like  to  see  them  done  away  with  without  some 
concessions  that  would  level  the  playing  field  as  far  as  Florida  agri- 
culture is  concerned. 

In  light  of  the  time,  let  me  not  comment  on  citrus — because  you 
have  already  heard,  and  Mr.  McKown  from  the  Florida  Citrus  Mu- 
tual will  be  commenting — except  to  say  that  they  do  have  a  large 
citrus  industry  that  has  not  had  the  inputs  as  far  as  agricultural 
chemicals  in  the  last  few  years.  With  an  infusion  of  capital,  this 
could  be  changed  overnight  and  could  be  cranked  up  and  could  be 
a  tremendous  industry  down  there,  and  we  already  compete  in  the 
world  market  with  Cuban  grapefruits,  so  that  is  a  certain  of  ours. 

As  far  as  vegetables  are  concerned,  we  used  to  compete  with 
Cuba  some  40  years  ago,  but  lately  our  costs  have  gone  up  so  that 
I  think  it  would  be  very  difficult  to  go  back  and  compete  with  them 
now  with  the  situation  the  way  it  is  down  there. 

As  we  look  at  normalization  with  Cuba,  we  are  concerned  about 
them  being — if  they  change  their  form  of  government — being  eligi- 
ble for  participating  in  the  Caribbean  Basin  Initiative  or  negotiat- 
ing some  other  kind  of  preferential  treatment. 

This  could  put  Florida  agriculture  at  a  real  disadvantage,  par- 
ticularly as  we  try  to  make  this  type  of  transition.  I  think  we  all 
are  striving  for  free  trade  and  that  is  where  we  want  to  be.  The 
question  is:  How  do  we  get  from  here  to  there  and  what  happens 
in  the  meantime,  and  we  have  to  be  concerned  about  the  Florida 
industry  and  be  sure  that  it  gets  a  fair  shake,  gets  a  level  playing 
field.  And  if  that  is  the  case,  we  feel  like  we  can  complete  with  any 
agriculture,  but  there  will  have  to  be  some  tremendous  changes 
made. 

With  those  thoughts  and  those  concerns,  we  are  looking  very 
closely  at  this  and  we  appreciate  the  committee.  In  my  written  tes- 
timony, there  are  some  examples  and  so  forth  and  so,  with  that, 
I  think  I  will  stop  at  this  time. 

[The  prepared  statement  of  Mr.  Loop  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Penny.  Thank  you,  Mr.  Loop.  Next,  Mr.  McKown. 
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STATEMENT  OF  BOBBY  F.  McKOWN,  EXECUTIVE  VICE  PRESI- 
DENT AND  GENERAL  MANAGER,  FLORIDA  CITRUS  MUTUAL, 
ACCOMPANIED  BY  MATTHEW  McGRATH,  BARNES,  RICHARD- 
SON &  COLBURN 

Mr.  McKown.  Good  morning,  Mr.  Chairman,  and  members  of  the 
subcommittee.  It  is  my  pleasure  to  be  before  you  today.  I  am  Bobby 
F.  McKown,  executive  vice  president  of  Florida  Citrus  Mutual. 

Florida  Citrus  Mutual  represents  more  than  90  percent  of  the 
citrus  growers  producing  citrus  both  for  processing  and  fresh  fruit. 
Like  most  Americans,  we  welcome  future  changes  in  the  political 
structure  of  Cuba  which  enhance  personal  freedom  and  economic 
growth.  But  we  must  also  be  realistic  about  the  impact  of  any  new 
trading  relationship  with  the  United  States  and  a  country  which 
has  already  achieved  a  highly  developed  government  supported  cit- 
rus sector. 

Mr.  Chairman  and  members  of  the  committee,  the  citrus  indus- 
try is  one  of  the  most  import-sensitive  agricultural  commodities  in 
the  United  States.  As  you  know,  we  are  not  a  price  supported  nor 
subsidized  industry.  We  believe  that  the  market  should  be  open. 
The  entire  U.S.  market  is  open  without  quotas  or  any  other  restric- 
tions on  citrus  coming  into  this  country. 

Because  of  that  recognition,  the  U.S.  negotiators  for  both  the 
North  American  Free-Trade  Agreement  and  the  Uruguay  Round 
Agreement  recognized  the  import-sensitivity.  And  they  put  in  as- 
surances so  as  to  not  allow  the  U.S.  citrus  industry  to  be  totally 
devastated  and  impacted  by  a  surge  of  imports,  both  short  term 
and  long  term. 

In  addition,  we  are  having  to  compete  throughout  the  world 
against  government  policies  and  treasuries  of  those  societies  that 
impact  us  greatly  as  far  as  access  to  foreign  markets.  To  that  ef- 
fect, the  NAFTA  contains  a  tariff-rate  quota  and  a  price-based  tar- 
iff snapback  which  are  designed  to  discourage  nonpreferential  for- 
eign suppliers  from  adjusting  prices  to  match  those  of  their  com- 
petitors who  benefited  from  preferential  tariff  rates  and  govern- 
ment support. 

Likewise,  the  Uruguay  Round  Agreement  restricted  the  total  re- 
duction in  every  category  of  the  tariff  of  citrus,  both  fresh  and  proc- 
essed, to  no  more  than  15  percent.  Even  given  these  restraints, 
though,  the  U.S.  citrus  industry  must  redouble  its  efforts  to  main- 
tain its  share  of  the  global  citrus  market.  Citrus  production  is  ex- 
panding in  various  parts  of  the  world,  partly  in  response  to  grant- 
ing of  tariff  concessions  on  fresh  citrus  and  citrus  products  by  the 
U.S.  Government  over  time. 

The  CBI  of  1984  provided  21  countries  preferential  treatment  of 
zero  duty  coming  into  this  country.  We  have  seen  an  expansion  in 
the  Dominican  Republic  and  Honduras  which  are  converting  sugar- 
cane fields  to  citrus  groves.  Mexico  under  NAFTA  is  doing  the 
same  thing. 

Tariff  restrictions  on  citrus  resulting  from  these  and  other  simi- 
lar trade  agreements  have  already  had  a  devastating  impact  on  the 
domestic  market.  When  you  say  this  cumulatively,  the  tariff  con- 
cessions have  led  to  the  long-term  surprise  suppression  in  citrus 
markets. 
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Mr.  Chairman,  in  this  regard,  we  would  say  as  far  as  the  U.S. 
administration,  they  have  provided  to  us  as  a  part  of  the  agree- 
ment on  NAFTA,  that  they  would  not  in  the  future  grant  any  pref- 
erential agreement  or  CBI  or  GSP  treatment  to  Cuba  should  rela- 
tions be  liberalized  or  normalized  in  this  country. 

This  written  assurance  is  critical  to  the  future  of  the  United 
States  citrus  industry  because  of  the  already  highly  developed  na- 
ture of  the  Cuban  citrus  industry.  The  Cuban  citrus  industry,  be- 
fore the  1959  revolution,  was  relatively  small.  Since  1959,  however, 
the  policy  of  the  Cuban  Government  has  been  to  promote  the  pro- 
duction of  fresh  citrus  and  processed  citrus  products  and  increase 
trade  in  domestic  consumption  of  these  products. 

In  fact,  the  citrus  industry  has  been  targeted  by  the  Cuban  Gov- 
ernment for  development  as  the  leading  agricultural  entity  in  that 
country.  And  I  say  to  you  today  with  other  points  I  am  going  to 
cover,  that  it  has  reached  that  critical  point  as  far  as  citrus  is  con- 
cerned. As  a  result,  the  Cuban  Government  has  invested  heavily  in 
the  development  of  its  citrus  industry. 

These  subsidy  investments  take  several  forms,  including  research 
programs,  public  investment  expenditures  in  citrus  production  pro- 
grams, and  favorable  loans  to  support  development.  The  long-term 
impact  of  these  support  programs  should  not  be  underestimated. 
Grove  investment  yields  continuing  results  throughout  the  produc- 
tive life  of  the  tree — as  long  as  25  years — long  after  the  current 
Government  support  is  reduced  or  halted.  Any  subsidies  received — 
both  past,  present,  and  future — will  have  continuing  negative  ef- 
fects on  the  Florida  industry  for  many  years  to  come. 

In  addition,  the  geographical  proximity  to  Florida  also  induces  it 
to  grow  citrus.  They  have  calcareous  soil  that  produces  some  of  the 
highest  grapefruit  quality,  similar  to  Florida.  Prior  to  1990,  Cuba 
primarily  exported  to  Eastern  European  countries.  Today,  they 
have  shifted  to  other  more  lucrative  markets.  And  I  say  to  you  that 
Cuba  is  a  formidable  competitor  with  the  approximately  350,000 
acres  planted  to  citrus;  60  percent  of  that  is  in  orange  and  40  per- 
cent in  grapefruit. 

Cuba's  citrus  industry  continues  to  develop  as  a  result  of  new 
government  policies  on  foreign  investment.  Already  the  Cuban  Gov- 
ernment has  negotiated  third-party  marketing  agreements  with 
companies  in  several  countries,  including  Chile  and  Israel. 

Chile  is  an  outstanding  marketer  worldwide  of  various  fruits  and 
vegetables  that  they  grow  in  that  country.  Israel  is  a  tremendous 
production  company  and  they  also  have  the  marketing  expertise  for 
the  job  of  selling  fruit.  Israel  is  particularly  well  known  for  its  cit- 
rus production,  and  this  joint  venture  will  look  for  a  1995  increase 
of  approximately  60  percent  in  the  production  of  citrus  by  1995. 

Because  of  the  installation  of  microjet  sprinkler  systems,  the 
drip-irrigation  technique  that  will  be  used  to  deliver  nutrients  to 
those  trees  and  the  sorting  and  quality  of  that  product  to  be  of- 
fered— products  that  are  offered  by  Cuba  are  interchangeable,  fun- 
gible items  that  are  having  a  tremendous  product  displacement  and 
competition  produces  price  suppression  in  the  European  Commu- 
nity as  far  as  citrus  is  concerned. 

Mr.  Chairman,  I  would  say  the  U.S.  citrus  industry  is  actively 
taking  steps  of  countering  effects  of  many  of  the  effects  of  many  ar- 
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tificial  advantages  which  have  been  available  to  its  competitors.  We 
are  promoting  specialty  products  with  Florida  identification  and 
quality.  Declining  citrus  tariff  rates  in  other  consumer  countries 
also  provide  additional  export  opportunities,  although  low  commod- 
ity pricing  on  fresh  citrus  and  citrus  juices  depend  on  a  complex 
set  of  interrelated  circumstances  such  as  governmental  programs. 

At  the  same  time,  Congress  and  the  administration  must  ensure 
that  the  Florida  citrus  and  the  United  States  citrus  industry  com- 
petes with  the  Cuban  citrus  industry  on  a  nonpreferential  basis 
should  the  trade  embargo  be  lifted.  According  CBI  preferential 
treatment  or  NAFTA  parity  would  have  devastating  impacts  to  the 
U.S.  citrus  industry.  It  would  be  contrary  to  the  written  guarantee 
that  the  administration  provided  to  the  United  States  citrus  indus- 
try in  seeking  congressional  support  for  NAFTA,  which  resulted  in 
a  substantial  tariff  reduction  for  citrus  imports  from  Mexico,  a 
major  supplying  country. 

Mr.  Chairman,  I  thank  you  for  offering  the  opportunity  to  appear 
and  stand  ready  to  answer  any  questions  you  might  have. 

[The  prepared  statement  of  Mr.  McKown  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Penny.  Thank  you.  I  thank  you  both  for  your  testimony.  At 
the  outset  of  the  hearing,  I  indicated  my  own  belief  that  it  is  not 
a  matter  of  whether  but  when  trade  relations  with  Cuba  will  be  re- 
sumed, and  of  course  that  leads  us  to  the  question  of  under  what 
circumstances  and  subject  to  what  conditions? 

And  clearly  we  can't  make  an  informed  judgment  about  the  prop- 
er circumstances  and  conditions  without  hearing  from  those  pro- 
ducers who  are  going  to  be  in  the  frontline  when  this  trade  rela- 
tionship is  ultimately  resumed,  and  that  is  the  Florida  agricultural 
industry.  So  we  do  appreciate  the  willingness  on  your  parts  to  trav- 
el to  Washington  and  to  offer  this  testimony  this  morning. 

I  was  in  Florida  in  late  January,  early  February  for  a  family  get- 
away, but  had  an  opportunity  to  drive  through  Lakeland  and  saw 
an  awful  lot  of  the  citrus  groves  there  as  I  traveled  through  and 
came  back  with  some  fresh  strawberries  from  your  home  area.  So 
I  just  wanted  to  let  you  know  that  I  have  seen  firsthand  the  impor- 
tance of  this  industry  to  the  State  of  Florida. 

I  was  curious  to  know  how  you  might  react  to  the  observation 
made  by  an  earlier  speaker  about  the  likelihood  that  in  the  fidu- 
ciary industry,  American  firms  would  not  necessarily  be  disadvan- 
taged and  might  in  fact  step  in  and  take  over  much  of  the  industry 
in  Cuba  and  just  sort  of  assimilate  that  or  merge  that  into  the  U.S. 
operation. 

Is  there  a  likelihood  that  could  occur  in  citrus  production  as  well? 
Where  will  we  see  U.S.  firms  making  the  investment  in  Cuba? 

Mr.  McKown.  Mr.  Chairman,  I  would  say  as  far  as  citrus  is  con- 
cerned, you  already  have  one  Israeli  firm  that  has  become  a  part- 
ner, if  you  will,  of  115,000  acres  of  the  350,000  acres  that  is  there. 

I  can  say  historically  in  the  past,  though,  you  have  had  very  little 
American  citrus  growers  invest  in  other  countries,  whether  it  be 
CBI  or  Brazil  or  any  others.  I  would  say,  based  on  previous  experi- 
ence, I  would  not  think  there  would  be  a  great  deal  of  investment 
in  that  regard. 
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I  think  there  will  be — by  the  time  you  reach  that  level,  I  think 
it  will  have  attracted  outside  investors  who  have  already  been  a 
part  of  that  investment  structure  because  citrus  is  already  the  No. 
1  model  agricultural  industry  in  that  country. 

Mr.  Penny.  So  you  believe  that  is  going  to  be  occurring  over  the 
next  period  of  time  and  most  of  that  investment  is  going  to  be 
locked  in  and  other  investment  opportunities  are  going  to  be  less 
likely? 

Mr.  McKown.  Yes,  sir. 

Mr.  Penny.  Well,  Mr.  Loop,  do  you  want  to  respond? 

Mr.  LOOP.  I  agree  with  what  Mr.  McKown  said,  except  we  have 
a  large  Cuban  population  in  Florida.  A  lot  of  those  people  will  ei- 
ther be  going  back  to  Cuba  under  normalized  conditions  or  they 
will  be  sending  money  back.  That  is  their  homeland  and  they  are 
going  to  want  to  do  some  things,  and  I  think,  for  that  reason,  you 
will  see  some  capital  invested  in  citrus. 

Mr.  McKown.  Mr.  Chairman,  I  might  say  to  you  that  if  you  look 
at  any  LDC  country,  historically,  the  fastest  area  that  they  have 
attracted  dollars  for  value-added  products  are  high  return  items 
such  as  citrus,  winter  vegetables,  for  instance.  So  I  think  that  will 
continue  to  happen  and  will  happen  very  rapidly  as  far  as  Cuba  is 
concerned. 

Mr.  Penny.  In  terms  of  your  own  export  potential,  how  much  of 
the  production  in  Florida  goes  outside  the  United  States? 

Mr.  McKown.  In  grapefruit,  we  export  approximately — almost  50 
percent  of  the  total  grapefruit  produced  in  Florida  is  shipped  in 
fresh  form.  Of  that,  approximately  50  percent  of  that,  or  25  percent 
of  crop,  is  exported  basically  to  Japan,  the  Pacific  Rim  countries, 
and  to  Europe. 

Mr.  Penny.  And  in  processed  form? 

Mr.  McKown.  Processed,  we  are  really  a  small  exporter.  Our 
largest  export  market  is  Canada — it  is  considered  domestic — and 
we  export  about  10  to  12  percent  of  our  total  processed  product,  but 
predominantly  going  to  Canada. 

Mr.  Penny.  Thank  you,  I  appreciate  it. 

Mr.  Allard. 

Mr.  Allard.  Mr.  Loop,  you  mentioned  about  how  some  of  the  Cu- 
bans who  have  come  to  Florida  would  be  interested  probably  in 
going  back  and  setting  up  agricultural  operations  in  Cuba  given 
the  opportunity.  Have  these  individuals  become  farmers  and  agri- 
cultural interests  in  Florida  at  the  present  time? 

Mr.  LOOP.  Some  of  them  have.  Arid  going  back  is  going  to  be  de- 
termined on,  to  a  large  extent,  what  happens  to  the  land  reform 
and  who  owns  the  land  down  there.  That  is  a  question  right  now. 

Mr.  Allard.  So  many  of  those  might  end  up  doing  business  in 
both  countries? 

Mr.  LOOP.  That  is  very  likely. 

Mr.  Allard.  They  probably  wouldn't  want  to  give  up  their  inter- 
ests necessarily  here,  but  see  an  opportunity  to  go  down  there  and 
expand  their  operation. 

Thank  you. 

Mr.  PENNY.  Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 
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Mr.  McKown,  could  you  elaborate  a  little  bit  on  the  foreign  in- 
vestments in  the  Cuban  citrus  sector  as  to  how  it  affects  Florida 
growers  as  they  compete  for  increased  market  shares  in  Western 
Europe? 

Mr.  McKown.  Yes,  sir.  Particularly  there  are  two  ingredients 
missing  relative  to  Cuban  citrus.  One,  they  were  selling  it  or  bar- 
tering it  to  the  Eastern  Europe  countries,  the  Iron  Curtain,  and 
really  we  didn't  face  them  in  the  normal  markets  that  we  were 
dealing  in.  However,  since  the  fall  of  those  countries,  now  you  see 
we  are  faced  with  them  in  the  European  market  in  particular,  and 
as  a  direct  result  of  the  investment,  Israeli  into  that  operation. 

We  already  see  that  the  quantity  and  the  quality  of  the  fruit  that 
we  are  meeting  competition  is  very  keen  and  it  is  an  excellent 
product.  It  is  a  substitutable  product  in  the  marketplace.  I  would 
say  to  that,  that  investment  and  the  marketing  expertise  is  really 
adding  a  lot  of  clout  to  their  ability  to  move  more  tonnage.  And 
that  is  having  price  suppression  on  the  landed  price  of  products 
going  into  Europe  from  Florida. 

Mr.  Lewis.  I  would  like  to  ask  both  of  you,  the  Florida  citrus  in- 
dustry is  extremely  concerned  about  infestation  from  all  of  our 
neighbors  as  far  as  how  it  could  harm  our  citrus  crops  and  is  most 
discerned  about  the  infestation  of  brown  citrus  aphid. 

Can  you  detail  some  of  the  damage  that  this  pest  has  done  to  cit- 
rus growers  in  Cuba,  and  provide  the  subcommittee  with  any  rec- 
ommendations that  you  may  have  to  assist  the  USDA  in  preventing 
or  at  least  coping  with  this  problem  should  it  reach  Florida? 

Mr.  Loop.  There  is  no  question  that  that  is  a  serious  problem 
and  they  have  a  bad  infestation  pretty  much  through  the  citrus  in- 
dustry down  there.  And  as  I  understand,  and  Bobby  correct  me  if 
I  am  wrong,  but  it  defoliated  the  trees  where  you  get  severe  infes- 
tations. 

And  as  we  normalize  relations,  not  only  agricultural  products  but 
tourists  and  all  of  that,  we  are  very  concerned  about  sanitary  re- 
strictions being  sure  that  we  don't  bring  those  things  in.  So  many 
of  the  pests  that  we  have  had  are  imported  pests.  We  bring  them 
in  without  the  natural  predators.  And  if  the  citrus  canner  is  any 
indication,  our  growers  continue  to  pick  up  the  cost  of  these  eradi- 
cations once  they  are  in,  so  we  are  concerned  about  that. 

Mr.  McKown.  Mr.  Chairman,  once  the  brown  citrus  aphid  had 
determine  to  be  in  some  of  the  Central  American  countries  and  we 
believed  it  was  possibly  moving  toward  Cuba,  we  went  to  IFAS  and 
we  organized  a  conference  to  bring  the  best  scientists  in  the  world 
together  to  discuss  and  develop  a  plan  of  action  should  we  have  the 
brown  citrus  aphid  introduced  in  Florida. 

We  have  that  plan  developed  now,  and  it  has  been  discovered  in 
Cuba,  and  we  have  had  the  Cuban  scientists  over  that  met  with 
our  board  about  4  months  ago  and  we  viewed  the  various  activities 
and  the  impact  it  has.  And,  basically,  it  is  a  most  efficient  vector 
that  spreads  young  tree  decline — transmits  it  from  one  tree  to  the 
next. 

And  what  it  is,  it  is  almost  like  coronary  thrombosis.  A  tree  im- 
mediately, within  a  90-day  period,  is  dead.  It  can  be  killed  as  a  di- 
rect result  of  that.  It  is  a  tremendous  threat  to  us.  We  called  upon 
the  USDA  and  our  own  department  of  agriculture  in  Florida  to  put 
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further  surveillance,  detection  and  training  of  our  growers,  so  that 
if  we  do  find  BCA,  we  can  deal  with  it  before  it  spreads. 

Mr.  LEWIS.  You  both  have  organizations  that  have  been  in  con- 
tact with  IFAS? 

Mr.  McKown.  Yes,  sir. 

Mr.  Penny.  Mr.  Canady. 

Mr.  Canady.  Thank  you,  Mr.  Chairman.  I  want  to  just  add  my 
thanks  to  each  of  the  panelists  today  and  I  am  particularly  pleased 
that  Mr.  Loop  and  Mr.  McKown  could  be  here. 

The  issue  that  has  been  addressed  in  this  hearing  is  a  critical 
issue  for  Florida  agriculture  because  of  the  location  of  Cuba,  and 
because  of  developments  in  the  Cuban  agricultural  sector  in  recent 
years,  the  implications  for  Florida  agriculture  are  truly  enormous. 

I  think  it  is  an  issue  that  obviously  poses  a  lot  of  challenges  for 
us  and  it  is  something  we  will  be  grappling  with,  and  I  believe  the 
testimony  today  will  give  us  a  good  basis  for  our  future  work  on 
this  very  important  issue. 

I  appreciate  your  being  here.  Thank  you. 

Mr.  Penny.  Thank  you  again. 

And  with  that,  we  will  conclude  this  morning's  hearing. 

[Whereupon,  at  12:05  p.m.,  the  subcommittee  was  adjourned,  to 
reconvene  subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 
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Testimony  of  Rep.  Robert  Menendez  (D-NJ) 
House  Agriculture  Committee  Hearing  on 
"Review  of  Agricultural  Implications  of  Trade  With  Cuba" 

May  19,  19  94 

Good  morning.   I  appreciate  the  opportunity  to  testify  before 
the  committee  this  morning. 


As  legislators,  we  are  aware  that  the  votes  we  cast  are  only 
as  significant  as  the  context  into  which  we  cast  those  votes.  We 
must  comprehend  what  is  the  context  of  reality  in  Cuba  when  we 
approach  such  topics  as  today's  hearing,  "Review  of  Agricultural 
Implications  of  Cuban  Trade". 

In  my  view  agricultural  trade  with  Cuba  means  U.S.  trade  with 
a  Cuban  Government  in  transition  away  from  a  command  economy  and 
Communist  dictatorship  to  a  market  economy  and  political  democracy. 
It  further  means  trade  based  on  currency  transactions  for 
agricultural  commodities,  rather  than  the  barter  transactions 
characteristic  of  Cuban-Russian  sugar- for-oil  deals. 

Cuba's  economic  situation  is  so  dire  that  one  critic  compares 
it  to  Bosnia's,  with  the  potential  for  deterioration  to  widespread 
hunger  and  a  genuine  food  crisis  more  comparable  to  Sub-Saharan 
Africa  or  Somalia.  This  urgent  state  of  affairs  seems  to  indicate 
that  we  ought  to  prepare  for  an  initial  period  of  providing  U.S. 
assistance  to  Cuba  before  we  can  benefit  from  trade  with  Cuba. 


48 


2 
Cuba  is  in  the  midst  of  her  worst  economic  crisis  in  history. 
Absent  the  vanished  Soviet  free  ride  of  30  years,  the  Castro  regime 
is  broke,  heavily  in  debt,  and  uncreditworthy  by  any  standard. 
Cuba  is  nearly  incapable  of  trading  anything  at  all  at  the  moment. 
According  to  the  Cuban  Government ' s  own  estimates  -  -  not 
statistics,  as  the  Government  has  not  released  statistics  since 
1989  --  Cuban  exports  have  shrunk  from  $5.4  billion  in  1989  to  $1.7 
billion  in  1993.  Of  this  figure,  the  Government  requires  a  minimum 
of  $1  billion  to  purchase  imports  of  food  and  oil  for  subsistence. 
The  balance  is  required  for  purchase  of  inputs,  such  as  chemicals 
and  fertilizers,  required  for  the  production  of  exportable  goods. 
The  harvest  of  Cuba's  one  cash  crop  and  main  source  of  foreign 
exchange  --  sugar  --  has  shrunk  to  less  than  half  of  1960 's  levels: 
the  1993  harvest  yielded  just  4.2  billion  tons  -  -  a  50  percent 
decline  from  1990  levels.  National  income  has  shrunk  by  the  same 
amount  since  the  fall  of  the  Soviet  Union  and  the  former  East  Bloc. 

Imports  have  shrunk  over  75  percent  in  the  last  four  years, 
from  $8.1  billion  to  under  $2  billion  in  1993.  Can  anyone  imagine 
the  same  occurring  here  at  home?  Industrial  production  has  shrunk 
an  incredible  80  percent,  and  will  not  improve,  as  spare  parts  from 
the  former  East  Bloc  are  being  cannibalized  for  other  purposes. 
If  you  believe  the  Russians,  Cuba's  international  hard  currency 
debt  stands  at  $40  billion,  $8  billion  of  which  is  owed  to  the 
Paris  Club  of  mainly  Western  European  creditor  nations. 

Let  me   relay  some   of   this   information   to  you   in   the 
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vernacular.  The  Castro  regime  can  barely  conduct  normal  trade. 
It  cannot  feed  the  Cuban  people.  It  neither  grows  enough  food,  nor 
generates  enough  money  to  purchase  the  food  its  citizens  require. 
Cubans  struggle  everyday  just  to  survive  and  get  a  bite  to  eat. 
This  may  involve  eating  cat  and  dog  meat.  Since  the  Cuban  economy 
is  in  ruins,  the  black  market  is  now  the  major  source  of  food  on 
the  island. 

There  is  a  way  out  of  this  quandary,  however.  That  way  out 
is  reform  --  real  reform,  both  political  and  economic,  and  not 
stopgap  measures.  There  is  consensus  among  academics  that  the 
Castro's  regime's  present  system  cannot  for  long  be  sustained. 
Only  a  transition  away  from  the  inherent  irrationality  and 
unproductivity  of  Cuba's  present  system  can  possibly  address  the 
needs  of  the  Cuban  people.  This  responsibility  falls  squarely  on 
the  Cuban  Government. 

Yet,  the  Cuban  Government  refuses  to  enact  any  substantive 
reforms.  I  hasten  to  remind  my  colleagues  that  a  measure  taken  to 
alleviate  a  desperate  situation  or  to  buy  time,  as  was  last 
summer's  so-called  dollarization,  does  not  constitute  a  reform. 
The  fact  is  that  Cuba  has  adopted  no  reforms  of  substance  to  date. 
Rather,  it  has  initiated  a  series  of  measures  aimed  at  precluding 
an  absolute  economic  quagmire  and  a  pervasive  crisis  characterized 
by  starvation  and  widespread  epidemic  disease. 

The  Government's  latest  "measures"  are  especially  worrisome. 
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The  regime  has  announced  that  it  will  begin  to  crack  down  on  those 
who  seek  basic  sustenance  from  the  only  place  where  it  is  available 
the  black  market.  Anyone  familiar  with  Cuba's  system  of 
government  knows  that  a  crack-down  involves  stepped-up  repression, 
involving  "acts  of  repudiation"  by  the  thugs  of  the  Rapid  Response 
Brigades  and  the  ruthless  Committees  for  the  Defense  of  the 
Revolution. 

A  particularly  draconian  measure,  Decree-Law  149,  has  just 
been  issued  to  crack  down  on  black  marketeers.  The  Government  says 
its  purpose  is  to  [quote]  "move  against  hoarders  by  seizing  their 
ill-gotten  goods."   Cuban  television  just  one  week  ago  stated: 

"  This  launches  a  unique  and  vigorous  effort  that  gives 
continuity  to  the  collective  efforts  of  the  revolutionary 
process  to  preserve  social  discipline." 

The  least  thing  the  Cuban  people  need  on  top  of  hunger  and 
malnutrition  is  more  repression.  Unfortunately,  measures  such  as 
Decree-Law  149  seem  to  place  a  nail  on  the  coffin  of  reform. 
Meanwhile,  the  regime  has  further  centralized  the  economic 
decisionmaking  process.  Sadly,  the  regime's  apologists  keep 
singing  the  same  old  tune,  while  the  people  suffer. 

Some  analysts  suggest  that  the  Basic  Units  of  Production  or 
UBP's,  state  cooperatives  which  were  instituted  last  fall,  promise 
to  bail  out  Cuban  agriculture  from  its  miserable  state.   In  the 
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UBP ' s ,  the  state  controls  all  the  inputs  and  most  of  the  outputs 
of  the  farmer.  UBP ' s  are  modeled  after  the  sovhoz  cooperative 
farms  of  the  former  Soviet  Union  of  the  1940s  and  1950s.  The  land 
is  granted  to  the  farmer  in  perpetuity  for  exploitation  or 
production  only.  No  private  property  is  transferred.  Farmers  have 
no  titles.   These  are  not  genuine  cooperatives. 

It  is  my  understanding  that  these  cooperatives  have  resulted 
in  no  appreciable  increase  in  agricultural  production.  Perhaps  a 
subsequent  witness  can  testify  or  perhaps  present  statistical  data 
for  the  record  to  the  contrary.  It  is  high  time  that  those  who 
continue  to  praise  the  experiments  of  totalitarian  regimes  such  as 
Cuba  backed  up  their  opinions  with  hard  data,  and  not  unscientific 
polls  or  surveys  or  academic  hunches.  These  people  are  not  nearing 
starvation  and  disease,  but  the  Cuban  people  are. 

In  fact,  the  State  has  to  subsidize  these  cooperatives,  and 
therefore  has  exacerbated  the  nation's  idle  money  supply.  If  the 
Cuban  regime  wants  genuine  agricultural  reform  and  to  derive 
genuine  production  benefits,  it  must  enact  private  property  laws. 
This  involves  developing  a  market  and  freeing  prices,  where  a 
farmer  can  own  the  land  from  which  he  or  she  produces  and  controls 
his  or  her  output.  Yet,  the  regime  is  headed  in  the  opposite 
direction,  enacting  a  law  which  takes  away  the  farmer's  ability  to 
act  as  an  entrepreneur. 

The  sole  purpose  of   these  cooperatives  was   to  increase 
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production,  but  unwittingly  the  state  increased  the  amount  of 
produce  that  reached  the  black  market .  Now  black  marketeers  have 
been  put  on  notice  that  their  unrevolutionary  "ill-gotten  gains" 
will  be  confiscated.  Also  targeted  for  curtailment  is  the  self- 
employment  measure  launched  last  fall.  All  of  these  people  face 
persecution. 

Foreign  investment  likewise  will  have  serious  limitations  in 
terms  of  generating  the  kinds  of  foreign  exchange  required  to  lift 
Cuba  out  of  its  depression.  It  may  generate  perhaps  $700  million 
in  one  year,  but  this  is  a  gross  figure.  We  do  not  know  what  is 
the  net  benefit  or  effect  to  the  country.  Again,  perhaps  one  of 
our  panelists  can  generously  provide  for  the  record  some  hard  data 
about  returns  on  these  investments.  I  am  certain  that  many  would- 
be  investors  would  be  interested  in  seeing  them. 

Frankly,  Mr.  Chairman,  the  hunger- related  aspects  of  this 
subcommittee's  jurisdiction  is  more  relevant  to  this  hearing  than 
is  trade,  although  I  appreciate  your  concerns.  In  Cuba,  oxen  have 
replaced  tractors  in  the  farms .  The  country  is  approaching  the 
19th  century,  not  the  21st.  The  Cuban  Government  admits  that 
monthly  rations  of  food  are  enough  only  to  provide  the  Cuban  people 
with  half  a  month's  nutrients.  The  distinguished  group,  Medecins 
Sans  Frontiers  (Doctors  Without  Borders)  claims  the  figure  may  be 
lower.  Yet,  the  Cuban  government  has  the  audacity  to  tell  UNICEF 
that  it  in  1993  it  supplied  135  percent  of  the  average  citizens' 
caloric  intake.    Isn't  there  something  wrong  with  a  government 
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which  lies  to  international  organizations  about  the  welfare  of  its 
citizens?  The  Cuban  government  cannot  provide  its  citizens  with 
adequate  health  care.  It  cannot  provide  them  with  electricity 
often  for  16  to  20  hours  a  day,  although  curiously  it  does  have  the 
electricity  to  jam  TV  Marti  daily.   And  so  on. 

We  will  be  hearing  about  U.S.  rice  exports  to  Cuba.  The  day 
will  come  when  Cuba  again  can  purchase  U.S.  rice  in  large 
quantities.  For  the  moment,  however,  although  the  demand  is  there, 
Cuba  cannot  afford  to  buy  rice  from  anyone,  anywhere.  Cuban 
domestic  rice  production  has  decreased  40  percent  in  the  last  year 
alone ! 

We  will  also  hear  from  U.S.  pork  producers.  Again,  the  Cuban 
people  could  not  afford  to  buy  pork,  even  if  we  lifted  the  trade 
embargo  tomorrow  and  began  exporting  pork  to  Cuba.  Nor  could  they 
afford  to  buy  it  from  any  of  their  present  trading  partners  such 
as  Mexico,  France,  or  Spain.  The  sad  fact  is  that  out  of  utter 
desperation  a  few  lucky  ordinary  Cubans  are  growing  pigs  in  their 
own  homes . 

Mr.  Chairman,  we  ought  to  be  more  concerned  with  the 
implications  of  the  various  scenarios  of  transition  in  Cuba.  The 
U.S.  must  prepare  today  for  a  transition  in  Cuba  tomorrow.  We 
ought  to  focus  on  the  implications  for  the  U.S.  of  the  impending 
agricultural  and  humanitarian  crisis  in  Cuba.  The  Cuban  people  are 
hungry.   When  they  get  sick  they  don't  have  medicine,  not  even  the 
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basics  such  as  aspirin.   Castro  blames  this  on  the  U.S.  embargo. 
The  Cuban  people  know  better. 

I  have  tried  earnestly  to  come  up  with  a  solution.  To  that 
end  I  have  introduced  H.R.  2758,  the  "Free  and  Independent  Cuba 
Assistance  Act".  Very  basically,  this  bill  seeks  to  establish  a 
pro-active,  two-tiered  program  of  U.S.  assistance  to  the  Cuban 
people. 

First,  it  seeks  to  provide  emergency  relief,  including  food, 
medicine  and  other  humanitarian  supplies,  and  military  adjustment 
assistance,  to  the  Cuban  people  when  the  President  certifies  that 
a  transition  government  exists  in  Cuba.  Second,  it  would  provide 
a  more  elaborate  package  of  assistance  to  a  democratic  government 
in  Cuba,  and  among  other  things  including  a  framework  agreement  for 
free  trade.  This  bill  has  been  referred  to  this  committee,  but  I 
was  notified  by  you  in  writing  that  this  hearing  does  not  deal  with 
any  particular  piece  of  legislation.  Nevertheless,  I  welcome  any 
questions  you  might  have  about  this  bill  and  commend  it  to  your 
attention. 

Were  Congress  to  pass  the  "Free  and  Independent  Cuba 
Assistance  Act",  the  U.S.  not  only  would  not  only  help  the  people 
of  Cuba,  but  also  be  able  to  establish  a  beneficial  trade 
relationship  with  a  free,  democratic,  and  sovereign  Cuba. 
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STATEMENT  BY  HON.  CHARLES  B.  RANGEL 

SUBCOMMITTEE  ON  FOREIGN  AGRICULTURE  AND  HUNGER 
"Agricultural   Implications   of  Cuban  Trade" 

MAY   19,    1994 


CHAIRMAN  PENNEY,  MEMBERS  OF  THE  SUBCOMMITTEE, 
I  APPRECIATE  THE  OPPORTUNITY  TO  TESTIFY  ON  THE 
AGRICULTURAL  IMPLICATIONS  OF  TRADE  WITH  CUBA. 
AS  A  COSPONSOR  OF  MY  BILL  TO  LIFT  THE  EMBARGO  ON 
CUBA,  THE  CHAIRMAN  IS  AWARE  THAT  AGRICULTURAL 
GOODS  WOULD  BE  AMONG  THE  COMMERCIAL  PRODUCTS 
INCLUDED  WHEN  THE  SANCTIONS  ON  TRADE  ARE  LIFTED. 

MY  BILL  WOULD  ALSO  END  ALL  RESTRICTIONS  ON  TRAVEL, 
AS  WELL  AS  TELEPHONE  AND  MAIL  COMMUNICATIONS. 
IN  ADDITION,  THE  BILL  WOULD  URGE  THE  PRESIDENT  TO 
ADDRESS  THE  HUMAN  RIGHTS  ISSUE  AND  TO  NEGOTIATE  THE 
SETTLEMENT  OF  U.S.  CLAIMS  AGAINST  THE  CUBAN 
GOVERNMENT. 
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I  INTRODUCED  H.R.  2229,  THE  FREE  TRADE  WITH  CUBA  ACT, 
ABOUT  A  YEAR  AGO  IN  AN  EFFORT  TO  MOVE  TOWARD 
NORMALIZATION  OF  RELATIONS  WITH  CUBA.  AND  WHILE 
I  KNOW  THAT  THERE  ARE  STRONGLY  HELD  VIEWS  ON  BOTH 
SIDES  OF  THIS  ISSUE,  I  BELIEVE  THAT  FEW  AMERICANS  HOLD 
TO  THE  VIEW  THAT  THE  DENIAL  OF  FOOD  SHOULD  BE  USED  AS 
A  WEAPON  TO  BRING  DOWN  A  GOVERNMENT,  EVEN  ONE  THAT 
WE  MAY  NOT  AGREE  WITH. 

UNFORTUNATELY,  THAT  IS  THE  ATTITUDE  ATTRIBUTED  TO 
SOME  PEOPLE,  I  HOPE  INCORRECTLY,  WHO  HAVE  MADE  THE 
DESTRUCTION  OF  THE  CASTRO  GOVERNMENT  THEIR  FIRST 
PRIORITY. 

IN  HAITI,  DESPITE  A  TOUGH  COMPREHENSIVE  WORLDWIDE 
EMBARGO,  SANCTIONED  BY  THE  UNITED  NATIONS,  FOOD  AND 
MEDICINES  ARE  SPECIFICALLY  EXEMPTED.  INDEED,  NOWHERE 
ELSE  IN  THE  WORLD  BUT  CUBA  HAS  THE  UNITED  STATES,  OR 
ANY  OTHER  COUNTRY,  SOUGHT  TO  LITERALLY  TAKE  THE 
BREAD  OUT  OF  THE  MOUTHS  OF  CHILDREN. 
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THAT  IS  A  POLICY  THAT  NO  AMERICAN  CAN  BE  PROUD  OF, 
AND  ONE  THAT  I  AM  CERTAIN  THIS  ADMINISTRATION,  OR 
ANY  OTHER,  WOULD  WANT  TO  BE  IN  THE  POSITION  OF 
SUPPORTING. 

AS  AN  AMERICAN,  IT  IS  IMPOSSIBLE  TO  DEFEND  THE 
MORALITY  OF  THE  REASONING  BEHIND  THE  EMBARGO- 
ESPECIALLY  OF  THOSE  ITEMS  THAT  RESULT  IN  THE  GREATEST 
HARDSHIPS  TO  THE  COMMON  PEOPLE,  SUCH  AS  FOOD. 


SHOULD  WE  DISCARD  OUR  MOST  DEEPLY  HELD  BELIEFS  IN  THE 
FUNDAMENTAL  RIGHTS  OF  ALL  PEOPLE-EVEN  OUR 
ENEMIES-TO  THE  BASIC  NECESSITIES  OF  LIFE?  SHOULD  OUR 
DESIRE  TO  SEE  A  GOVERNMENT  CHANGED,  BLIND  US  TO  THE 
INJUSTICE  OF  TRYING  TO  FOMENT  A  REVOLUTION  BY 
STARVING  THE  MOTHERS  AND  THEIR  BABIES? 
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IT  HAS  BEEN  SAID  THAT  ALLOWING  TRADE  OF  ANY  KIND 
-WHETHER  IN  MACHINERY,  MEDICINE  OR  FOOD- 
HELPS  BOLSTER  THE  GOVERNMENT  OF  FIDEL  CASTRO.  ON 
THE  CONTRARY,  OUR  MISGUIDED  ATTEMPTS  TO  INCITE  AN 
UPRISING  AMONG  THE  HUNGRY  POOR,  PROVIDES  THE 
MOST  PERSUASrVE  DEFENSE  TO  THOSE  WHO  RESIST  CHANGE. 

AND  WHAT  IF  WE  WERE  TO  SUCCEED?  WHAT  IF  THE  WOMEN 
AND  CHILDREN  AND  MEN  WHO  WERE  TOO  WEAK  TO  ENDURE 
ANY  MORE  TOOK  TO  THE  STREETS  IN  REVOLT? 
WOULD  WE  SUPPLY  THEM  WITH  ARMS  TO  OVERCOME  THE 
MOST  POWERFUL  MILITARY  IN  LATIN  AMERICA?  WOULD  WE 
DISPATCH  CUBAN-AMERICAN  FREEDOM  FIGHTERS  TO  THE 
BAY  OF  PIGS? 

WHAT  WOULD  WE  DO  WITH  THE  THOUSANDS  WHO  BOARDED 
RAFTS  IN  FLIGHT  TO  FLORIDA?  WOULD  WE  WELCOME  THEM? 
OR  WOULD  WE  ERECT  A  BLOCKADE  AS  WE  HAVE  AROUND 
HAITI? 
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AS  A  MEMBER  OF  THE  WAYS  AND  MEANS  COMMITTEE,  I 
HAVE  BEEN  INVOLVED  IN  CRAFTING  THE  CARIBBEAN  BASIN 
INITIATIVE  AND  OTHER  IMPORTANT  LEGISLATION 
AFFECTING  THE  CARIBBEAN  AND  LATIN  AMERICAN 
REGIONS.  AND  AS  CHAIRMAN  OF  THE  SELECT  COMMITTEE  ON 
NARCOTICS,  I  HAVE  BEEN  INTIMATELY  INVOLVED  IN 
STOPPING  THE  FLOW  OF  ILLEGAL  DRUGS  FROM  AND  THROUGH 
THE  COUNTRIES  IN  THAT  REGION. 

KNOWING  CUBA'S  IMPORTANCE,  NOT  ONLY  IN  THE  AREA  OF 
DRUG  INTERDICTION,  BUT  POTENTIALLY,  AS  A  CONTRIBUTOR 
TO  THE  ECONOMIC  DEVELOPMENT  OF  THE  REGION,  I  HAVE 
LONG  BEEN  DISMAYED  BY  OUR  POLICY  OF  ISOLATION 
RATHER  THAN  INTEGRATION-^  FEELING  WHICH  IS  SHARED 
BY  OUR  FRIENDS  IN  THE  REGION. 

THE  END  OF  THE  COLD  WAR  SHOULD  BE  EXTENDED  TO 
CUBA.  IN  EASTERN  EUROPE,  IN  THE  SOUTHEAST  ASIA,  IT 
HAS  OPENED  THE  DOOR  TO  BUSINESS  OPPORTUNITIES  IN  THE 
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COUNTRIES  OF  THE  FORMER  SOVIET  UNION,  AND  MORE 
RECENTLY,  IN  VIETNAM. 

IT  MAKES  NO  SENSE  AT  ALL  THAT  IN  AN  ERA  IN  WHICH 
ECONOMIC  COMPETITION  IS  PARAMOUNT,  U.S.  BUSINESSES- 
AGRICULTURE  AMONG  THEM-SHOULD  BE  HAMSTRUNG  BY 
OUR  OWN  POLICIES?  HASN'T  THE  ANNUAL  $300  MILLION  IN 
LOSSES  OF  U.S.  AGRICULTURAL  SALES  TO  CUBA  HURT  THE 
CUBAN  PEOPLE,  AND  AMERICAN  BUSINESS,  LONG  ENOUGH? 

THERE  ARE  MANY  REASONS  FOR  CHANGING  OUR  POLICY 
TOWARD  CUBA.  AS  AN  AMERICAN,  AND  AS  A  MEMBER  OF 
CONGRESS,  I  BELIEVE  IT  IS  MY  RESPONSIBILITY  TO  SPEAK 
OUT  FOR  WHAT  IS  BEST  FOR  AMERICA,  NOT  ONLY  FOR 
OPPORTUNITIES  IN  TRADE,  BUT  AS  A  MORAL  NATION 
AND  MODEL  OF  DEMOCRACY  AND  FAIRNESS  AROUND 
THE  WORLD. 
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IF  WE  WERE  TO  LIVE  UP  TO  THAT  STANDARD,  AS 
IT  RELATES  TO  CUBA,  WE  WOULD  LIFT  THE  EMBARGO  AND 
WORK  TO  NORMALIZE  RELATIONS.  RATHER  THAN 
REMAINING  STUCK  IN  A  DEADEND  POSTURE  OF 
CONFRONTATION  AND  ISOLATION,  WE  SHOULD  FREE 
OURSELVES  OF  THE  POLITICAL  FAILURES  AND  GRUDGES 
OF  THE  PAST-AS  WE  HAVE  IN  VIETNAM. 

THERE  IS  NO  ARGUMENT  BUT  THAT  THE  COLLAPSE  OF  THE 
CUBAN  ECONOMY  IS  DUE  TO  THE  FAILURE  OF  THE 
COMMUNIST  ECONOMIC  SYSTEM.  BUT  FOR  EVERY  DAY  THAT 
THE  EMBARGO  PREVENTS  US  FROM  SHARING  THE  WEALTH  OF 
OUR  FIELDS  AND  FACTORIES,  AND  SHACKLES  THE 
COMPETITIVE  SPIRITS  OF  OUR  OWN  ENTREPRENEURS,  WE 
LOSE  ANOTHER  OPPORTUNITY  TO  SPREAD  OUR  MOST 
POTENT  SEEDS  OF  DEMOCRACY. 
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AS  AN  ARTILLERY  SERGEANT  WOUNDED  IN  THE  CONFLICT  IN 
KOREA,  I  FEEL  THAT  ONCE  AND  FOR  ALL,  WE  MUST  ABANDON 
THE  LOW  ROAD  OF  CONFRONTATION  THAT  MAKES  THE  UNITED 
STATES  A  CONVENIENT  SCAPEGOAT  FOR  THE  FAILURES  OF 
COMMUNISM.  OUR  DEMANDS  FOR  CHANGE  IN  CUBA  WILL 
RESONATE  WITH  FAR  GREATER  AUTHORITY  WHEN  SHOUTED 
FROM  THE  MORAL  HIGH  GROUND. 

CBR/em 
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TESTIMONY 

U.S.  House  of  Representatives 

Committee  on  Agriculture 

Subcommittee  on  Foreign  Agriculture  and  Hunger 

Hearing  on  "Agricultural  Implications  of  Cuban  Trade" 

May  19,  1994 

By  Carmen  Diana  Deere 
Professor  of  Economics  and 
Director,  Latin  American  Studies  Program 
University  of  Massachusetts,  Amherst 


Good  morning,  Mr.  Chairman  and  members  of  the  Committee.   I  am  pleased  to 
provide  testimony  before  this  House  Subcommittee.   I  have  worked  on  Cuban 
agricultural  issues  for  a  number  of  years.   Since  1991  I  have  been  conducting 
field  work  in  three  Cuban  municipalities  as  part  of  a  collaborative  research 
project  with  scholars  affiliated  with  the  "Rural  Research  Team"  at  the 
University  of  Havana.   This  project  is  funded  under  a  research  grant  from  the 
John  D.  and  Catherine  T.  MacArthur  Foundation  as  part  of  a  broader  comparative 
study  on  "Rural  Transformation  in  Socialist  Societies"  (which  includes 
Bulgaria,  China,  Hungary,  the  former  Soviet  Union,  as  well  as  Cuba). 

Significant  changes  have  taken  place  in  Cuban  agricultural  policy  since 
1989,  the  year  that  brought  the  fall  of  the  Berlin  Wall  and  the  subsequent 
crumbling  of  the  Soviet  trading  bloc.   The  most  important  development  occurred 
in  September,  1993,  when  Cuba's  huge  state  farm  sector  was,  for  all  effective 
purposes,  privatized.   I  will  argue  that  this  reform  is  as  potentially 
significant  a  development  as  was  the  reform  of  the  Chinese  commune  system  in 
the  late  1970s.  Moreover,  this  reform  should  contribute  toward  Cuba's 
stability  and,  if  the  U.S.  embargo  against  Cuba  were  lifted,  its  viability  as 
a  U.S.  trading  partner. 

I  will  first  describe  the  context  which  provided  the  impetus  for  Cuba's 
reform  and  then  describe  its  main  features  and  how  it  is  being  implemented.  In 
the  concluding  section,  I  assess  the  future  prospects  for  the  reform,  compare 
it  to  the  Chinese  case,  and  draw  out  the  implications  for  U.S.  trade  and 
investment . 
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Context 

Among  socialist  economies  Cuba  always  stood  out  for  its  exceptionally 
"statist"  view  of  socialism  and  socialist  agriculture.   In  1989  74.3  percent 
of  Cuba's  agricultural  lands  were  held  by  state  farms,  11.4  percent  pertained 
to  agricultural  production  cooperatives,  and  14.3  percent  belonged  to 
individual  farmers.   Fully  75  percent  of  the  agricultural  economically  active 
population  (of  751,500,  constituting  19  percent  of  the  nation's  workforce)  was 
employed  as  wage  workers  on  state  agricultural  enterprises,  while  the 
remaining  25  percent  were  employed  in  the  private  sector. 

Since  1962  Cuban  officials  have  viewed  state  farms  as  the  "superior  form" 
of  socialist  agricultural  production.   Only  in  1975  did  they  consider  another 
modality,  agricultural  production  cooperatives  --  to  bo  formed  by  individual 
farmers  voluntarily  pooling  their  private  property  (land  and  other  means  of 
production)  to  farm  collectively  --  to  be  a  second,  alternative  form  of 
socialist  agricultural  organization. 

Since  1977  agricultural  production  cooperatives  (known  as  CPAs, 
Cooperativas  de  Produccion  Agropecuaria )  have  flourished  in  Cuba's  private 
sector.   In  1990  there  were  1,305  of  these  encompassing  62,130  members;  the 
CPAs  averaged  639  hectares  in  size  and  48  members  per  cooperative.   In  that 
year  some  85  percent  of  the  CPAs  were  generating  year-end  profits  for  their 
membership.  Most  were  also  characterized  by  a  high  degree  of  food  self- 
sufficiency,  making  cooperative  households  less  dependent  on  the  state 
rationing  system  for  food  procurement  than  households  linked  to  the  state 
sector.    Not  surprisingly,  as  production  and  consumption  conditions 
deteriorated  in  Cuba  in  the  post-1989  period,  this  form  of  organizing 
production  gained  increasing  attention  as  an  alternative  to  the  faltering 
state  farms. 


In  our  1991  household  income  survey  of  476  agricultural  households  in 
three  municipalities,  we  found  that  among  CPA  households,  the  implicit  subsidy 
of  the  products  purchased  by  CPA  members  from  the  cooperative's  self- 
provisioning  efforts  represented  14  percent  of  gross  household  income.   The 
state  farms  were  not  nearly  as  self-sufficient  as  the  CPAs.   The  implicit 
subsidy  of  sales  of  foodstuffs  to  workers  represented  only  1  percent  of  the 
gross  household  income  of  state  wage  workers. 
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Although  within  the  socialist  trading  bloc  Cuba  continued  to  specialize  in 
sugar  production  for  export  --  just  as  before  the  revolution  --  the  country 
also  pursued  a  strategy  of  food  import  substitution.   Between  1959  and  1989 
the  share  of  food  and  animal  feed  dropped  from  20.5  percent  of  the  value  of 
Cuba's  total  imports  to  11.4  percent.   Nonetheless,  the  country  was  still 
highly  vulnerable,  depending  on  imports  for  approximately  half  of  per  capita 
caloric  requirements.   It  was  most  vulnerable  in  terms  of  a  number  of  key 
items  in  the  Cuban  diet:   wheat,  corn  (primarily  for  animal  feed),  beans, 
lards  and  oils,  and  rice. 

In  1986  the  Cuban  government  launched  an  ambitious  National  Food  Program 
to  deepen  import  substitution,  particularly  in  rice,  dairy,  poultry  and  pork 
production.   Major  new  investments  were  made  in  agricultural  infrastructure, 
especially  in  irrigation  systems.   In  1990  (when  Soviet  wheat  and  petroleum 
deliveries  became  unreliable)  the  Food  Program  took  on  a  new  urgency  and 
focused  not  only  on  reducing  Cuba's  food  dependence,  but  also  on  food 
security:   assuring  the  population  adequate  nutritional  levels,  if  not  the 
normal,  and  more  generous,  composition  of  proteins  and  calories.   The  Food 
Program  became  increasingly  focused  on  achieving  self-sufficiency  in 
vegetables  and  root  crops  and  plantains,  particularly  in  the  provinces  of 
Havana  and  of  Havana  City  (which  contain  almost  one-third  of  Cuba's 
population) . 

During  1991  Cuba  received  only  $1.7  billion  worth  of  imports  from  the 
former  Soviet  Union,  its  main  trading  partner,  60  percent  less  than  1990 
deliveries  of  $4.1  billion.   By  1992  the  value  of  Cuba's  trade  with  the 
countries  that  once  made  up  COMECON  was  only  7  percent  of  1989  levels. 
Overall,  Cuban  imports  fell  from  a  high  of  $8.1  billion  in  1989  to  less  than 
$3  billion  in  1992.   Among  the  main  casualties  in  terms  of  the  agricultural 
sector  were  imports  of  petroleum,  fertilizers,  pesticides,  agricultural 
machinery,  and  animal  feed. 

In  1991  Cuba  imported  only  8.6  million  tons  of  oil,  down  from  13.3 
million  tons  in  1989.   By  1992  this  figure  fell  to  6.1  million  tons. 
Fertilizer  imports  fell  from  1.3  million  tons  in  1989  to  300,000  tons  in  1992 
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and  animal  feed,  from  1.6  million  tons  to  475,000  tons  in  this  same  period. 

Not  surprisingly,  the  shortfall  in  imports  sent  the  Cuban  economy 
reeling.   While  in  1990  the  economic  decline  had  been  only  on  the  order  of  4 
percent,  in  1991  there  was  a  25  percent  drop  in  domestic  output,  followed  by  a 
15  percent  drop  the  next  year.   Were  this  not  enough,  in  March  1993  Cuba  was 
hit  by  what  came  to  be  known  as  the  "storm  of  the  century,"  which  caused 
approximately  $1  billion  worth  of  damages,  20  percent  of  this  to  the 
agricultural  sector.   This  is  the  context  which  provided  the  impetus  for  the 
cooperativization  of  Cuba's  state  farm  sector. 

In  the  1990-93  period,  Cuban  officials  experimented  with  a  variety  of 
means  to  increase  production  and  productivity  on  the  state  farms  under 
increasingly  unfavorable  conditions.   Among  them  were  large-scale 
mobilizations  of  urban  volunteers  for  two-week  stints  in  the  countryside; 
recruitment  of  under-  and  unemployed  urban  workers  for  two-year  sojourns  on 
state  farms  (known  as  contingents);  concerted  efforts  to  increase  self- 
provisioning  efforts  on  these,  including  the  tolerance  of  individual  self- 
provisioning  parcels  on  state  farms;  and  decisive  moves  towards  the 
decentralization  of  management  on  the  state  farms. 

The  increase  in  the  size  of  the  workforce  on  the  state  farms  was  partially 
successful:   production  of  vegetables  and  root  crops  and  plantains  on  state 
farms  increased  notably  in  1992,  notwithstanding  the  drastic  decline  in  the 
use  of  modern  agricultural  inputs.  But  this  increase  in  the  size  of  the 
workforce,  and  of  production,  was  not  sustainable.  Indeed,  with  the  adverse 
weather  conditions  of  1993,  production  declined  significantly.   Moreover, 
there  was  growing  recognition  that,  under  increasingly  adverse  conditions, 
Cuba's  private  sector  was  much  more  productive  than  the  state  sector.   It  is 
this  recognition  that  led  to  the  fundamental  re-organization  of  Cuban  state 
agriculture:  its  privatization  through  cooperativization. 

The  Cooperativization  of  Cuba's  State  Farm  Sector 

The  main  features  of  the  current  reform  are  as  follows: 
1.   Former  state  farm  workers  have  been  given  the  opportunity  to  form  what  are 
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called  Basic  Units  of  Cooperative  Production  (UBPCs,  or  Unidades  Basicas  de 
Produccion  Cooperativa)  by  leasing  land  (rent-free)  from  the  state  in 
permanent  usufruct;  these  lands,  however,  remain  national  property. 

2.  The  new  cooperative  members  have  been  made  collective  owners  of  the  other 
means  of  production  that  previously  belonged  to  the  state  farms.   The  Cuban 
National  Bank  has  made  available  long-term  credit  (at  4  percent  interest  rates 
with  a  three-year  grace  period)  for  the  UBPCs  to  purchase  the  machinery, 
capital  investments  (such  as  irrigation  systems  and  installations),  and  where 
applicable,  the  investment  in  perennial  crops. 

3.  The  members  of  the  UBPC  are  the  owners  of  what  thay  produce.   They  must 
negotiate  their  production  plans  with  the  relevant  state  enterprise,  including 
the  purchase  of  inputs,  and  may  only  sell  their  production  to  the  state 
procurement  agency,  but  the  profits  which  they  generate  are  their  own  to 
divide  among  the  membership. 

4.  The  UBPCs  elect  their  own  management  team  from  among  their  membership. 
Workers  make  their  own  decisions  about  when  and  how  to  plant.   What  they  plant 
as  their  principal  crop  is  negotiated  with  the  state  enterprise  with  which  the 
UBPC  is  associated.   Cooperative  members  themselves,  however,  are  responsible 
for  all  decisions  regarding  their  own  self-sufficiency  efforts  on  the  lands 
set  aside  for  this  purpose. 

The  cooperativization  of  the  state  farms  was  initially  implemented  on  the 
state  sugar  enterprises.   It  was  done  with  impressive  rapidity,  in  time  for 
the  harvest  which  began  in  late  December,  1993.   Between  September  and 
December  1,556  sugar  cane  UBPCs  were  formed,  encompassing  almost  90  percent  of 
the  land  previously  held  by  the  state  sugar  agro-industrial  complexes  (CAIs, 
or  Compleios  Agroindustriales ) .   The  urgency  was  not  only  due  to  the  timing  of 
the  cane  harvest,  but  to  its  importance.   Cane  production  fell  to  a  low  of  4.2 
million  tons  in  1993  (down  from  7.6  million  tons  in  1991),  and  the  hope  was 
that  this  new  form  of  organization  --  due  to  greater  worker  effort  --  would 
bring  about  its  recuperation. 
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Concurrently,  the  state  mixed  cultivation  enterprises  began  experimenting 
with  the  new  system.   By  late  January,  1994,  816  UBPCs  --encompassing  some 
81,000  members  --  had  been  organized.  The  goal  is  to  eventually  cooperativize 
all  of  the  lands  belonging  to  these  enterprises,  resulting  in  some  2,400  new 
cooperatives.   Among  the  last  state  enterprises  to  attempt  the  transformation 
have  been  those  in  Cuba's  important  dairy  and  livestock  sector,  the  sector 
which  has  experienced  the  greatest  decline  in  production  (due  to  its 
dependence  on  imported  feed)  since  1989.  The  reform  was  initiated  in  the 
province  of  Holguin  in  January,  1994,  and  in  Havana  province  only  during 
March. 

It  is  unclear  whether  the  reform  will  be  extended  to  the  state  citrus, 
coffee  or  tobacco  enterprises  (all  export  crops)  or  those  engaged  in  pork  and 
poultry  production,  since  these  may  be  targeted  to  become  joint  ventures  with 
foreign  capital.   A  joint  venture  with  Israeli  capital  has  already  been  formed 
on  the  largest  (40,000  hectares)  state  citrus  enterprise,  "Jaguey  Grande,"  a 
$22  million  operation.  There  are  reports  of  pending  joint  ventures  in  tobacco 
production  and  in  a  palm  oil  processing  facility,  which  presumably  are 
ventures  with  state  enterprises.   Nonetheless,  to  my  knowledge,  the  new 
cooperatives  have  not  been  legally  banned  from  participating  in  joint  ventures 
with  foreign  capital. 

The  best  way  to  convey  the  significance  of  these  reforms  in  the  Cuban 
context  is  to  present  several  case  studies.  In  the  municipality  of  Santo 
Domingo,  in  the  central  province  of  Villa  Clara,  the  plan  was  to  create  29 
UBPCs  in  the  three  sugar  complexes;  by  November,  1993,  28  had  been  formed. 
The  largest  sugar  complex  in  the  municipality  is  the  CAI  "Jorge  Washington" 
which  is  now  made  up  of  15  cooperatives.  The  typical  UBPC  was  assigned  an 
average  of  943  hectares  to  84  members. 

The  workers  on  this  enterprise  first  voted  whether  they  wished  to  form  a 
cooperative,  in  which  they  would  be  collectively  responsible  for  the  results 
of  their  productive  efforts  and  thus,  their  own  incomes.   Over  90  percent  of 
the  workers  in  this  CAI  voted  for  the  cooperative  option.   In  addition  to 
voting  whether  to  form  such  a  new  organizational  unit,  workers  also  voted  on 
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each  other's  potential  membership  in  the  cooperative.   It  was  not  uncommon  for 
some  workers  to  be  rejected  as  members  by  their  peers  because  they  were 
considered  poor  workers. 

Those  who  did  not  wish  to  join  the  cooperative  or  whose  membership  was 
rejected  were  guaranteed  employment  on  what  would  remain  of  the  state 
enterprise,  the  sugar  mill  and  its  surrounding  lands.  These  lands  were 
assigned  to  the  self-provisioning  effort  for  sugar  mill  workers.   A  few  of  the 
workers  whom  we  interviewed  were  skeptical  that  state-organized  production 
cooperatives  could  be  as  successful  as  those  in  the  private  sector,  and  were 
attempting  to  join  one  of  the  private  CPAs .   As  a  result,  the  private  CPAs  -- 
due  to  their  recognized  profitability  --  had  a  run  on  membership  applications. 
Only  some  of  these  potential  recruits  were  accommodated:   the  CPAs  are 
reluctant  to  take  on  additional  members,  since  doing  so  might  undermine  their 
profitability. 

In  most  cases  the  leadership  of  the  CAI  suggested  to  the  UBPC  who 
should  be  president  of  the  new  cooperative,  and  that  person  was  usually 
the  former  chief  of  that  particular  section  of  the  state  farm,  often  an 
agronomist.   By  the  statute  governing  the  formation  of  the  UBPCs  the 
membership  must  elect  its  president  with  a  75  percent  majority  vote.   We  were 
informed  of  several  cases  where  the  proposed  president  did  not  achieve  this 
majority  and  the  membership  proposed  another  candidate,  who  subsequently 
achieved  consensus.   The  UBPCs  are  governed  by  an  elected  executive  council 
consisting  of  between  11  to  13  members,  of  whom  not  more  than  half  can  be 
professional  cadre  or  technicians. 

The  main  restriction  on  the  autonomy  of  the  cane  UBPCs  is  that  they 
cannot  reduce  the  cane  area  which  they  have  been  leased.   But  en  the  CAI 
"Jorge  Washington,"  the  UBPCs  were  allowed  to  reserve  up  to  67  hectares  for 
self-provisioning  efforts;  on  this  land  cooperative  members  have  total  control 
over  what  they  plant  as  well  as  over  the  internal  distribution  of  the  results 
of  their  labor.   In  the  great  majority  of  cases,  the  members  have  decided  to 
pursue  self-provisioning  efforts  collectively;  in  a  few  cases,  however,  they 
have  parceled  the  land  assigned  among  themselves. 
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One  of  the  most  interesting  processes  was  the  manner  in  which 
privatization  of  the  state's  means  of  production  took  place.   The  UBPCs  were 
given  the  opportunity  to  choose  the  tractors,  trailers,  combines  and  other 
equipment  that  they  would  purchase  from  the  state.   One  indication  that  the 
Cuban  state  is  committed  to  some  degree  of  cooperative  autonomy  is  that,  in 
Santo  Domingo,  most  of  the  UBPCs  refused  to  purchase  expensive  combines  and 
irrigation  equipment,  being  unwilling  to  take  on  excessive  debt.   As  a  result, 
the  CAI  was  forced  to  take  on  the  role,  not  foreseen  initially,  of  becoming  a 
service  center  to  the  UBPCs.   Moreover,  the  CAI  "Jorge  Washington"  was  left 
with  old  and  deteriorated  equipment  that  the  UBPCs  refused  to  buy. 

In  the  non-sugar  sector,  the  cooperativization  process  in  early  1994  was 
most  advanced  in  the  municipality  of  Guines,  in  the  province  of  Havana.   As 
one  of  the  most  productive  and  well  endowed  municipalities  of  the  province, 
Guines  has  played  a  key  role  in  the  Food  Program,  supplying  the  city  of  Havana 
with  an  important  share  of  its  foodstuffs.   In  this  municipality  there  was  one 
large  (4,337  hectares)  state  mixed  cultivation  enterprise,  "Miguel  Soneira," 
which  had  a  permanent  workforce  of  1,162.   As  part  of  the  efforts  to  increase 
production,  during  1991  ten  new  camps  were  built  on  this  enterprise  to  house 
four  contingents  of  two-year  Havana  city  volunteers  (numbering  approximately 
900  workers)  and  another  1,000  two-week  volunteers  during  peak  periods.   With 
this  tripling  in  the  size  of  its  workforce,  this  enterprise  showed  steady 
increases  in  its  production  of  grain,  root  crops,  plantains  and  vegetables 
through  1992,  despite  a  40  percent  reduction  in  the  use  of  fertilizer  and 
minimum  use  of  pesticides  and  herbicides.   However,  concerns  about  whether  the 
large-scale  mobilization  of  Havana  city  residents  could  be  sustained 
contributed  to  the  decision  to  cooperativize  the  state  farms  of  this 
enterprise. 

In  November,  1993,  this  enterprise  was  dismembered  into  seven  new 
cooperatives.   The  bulk  of  our  field  work  here  has  centered  on  farm  #4  of  this 
enterprise,  which  had  a  large  contingent  of  Havana  city  workers  attached  to 
it,  housed  at  the  camp  "Bizarron."  With  the  transformation  of  this  farm  into 
a  UBPC,  the  contingent  members  were  given  the  option  of  becoming  cooperative 
members;  approximately  half  decided  to  do  so,  committing  themselves  to 
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remaining  in  the  agricultural  sector.   Part  of  their  motivation  for  doing  so 
was  the  promise  that  the  cooperative  would  build  new  housing  for  them.   Also, 
some  of  them  had  no  jobs  to  return  to  in  Havana  city,  since  so  many  factories 
have  been  closed  or  are  working  on  reduced  shifts  due  to  the  shortage  of 
petroleum  and  spare  parts.  For  most  who  joined  the  UBPC  the  prospect  that  the 
cooperative  would  generate  high  levels  of  self-provisioning  was  an  additional 
motivation;  they  could  thus  help  augment  food  supplies  for  their  families  in 
Havana  city. 

In  this  UBPC  there  were  contested  elections  for  cooperative  president. 
The  administration  of  the  enterprise  had  proposed  the  previous  farm  chief  as 
president;  but  at  the  assembly,  the  members  proposed  one  of  the  leaders  of  the 
contingent.   After  five  rounds  of  voting,  it  was  apparent  that  neither  would 
garner  the  necessary  75  percent  of  the  vote.   The  assembly  then  revised  its 
statutes  and  elected  the  contingent  leader  president  by  majority  vote. 

The  new  cooperative  management  soon  realized  that  they  needed  much  less 
labor  than  was  previously  employed  on  the  state  farm.   With  714  hectares,  the 
cooperative  was  formed  with  approximately  220  members.   Since  the  UBPC  must 
now  pay  for  contracting  contingent  workers  as  well  as  the  costs  of  feeding  the 
two-week  volunteers,  they  prefer  to  work  longer  hours  themselves  to  ensure 
that  the  cooperative  is  profitable.   Whereas  it  was  not  uncommon  in  the  past 
for  workers  to  meet  their  norm  on  the  state  farm  in  four  or  five  hours,  the 
UBPC  members  are  now  working  ten  to  twelve-hour  days.   As  a  result,  the  UBPC 
is  requesting  fewer  and  fewer  Havana  city  volunteers,  and  the  contingent 
modality  may  even  disappear,  altogether. 

Prospects 

Our  interviews  throughout  both  municipalities  suggest  that  the 
cooperativization  of  the  state  farms  has  been  enthusiastically  received  by 
Cuba's  state  farm  workers.   They  see  the  UBPCs  as  offering  them  substantial 
potential  benefits.   Foremost  in  the  mind  of  most  members  is  that  they  are  now 
themselves  responsible  for  their  own  self-provisioning;  they  expect  to  produce 
enough  foodstuffs  and  minor  livestock  to  be  self-sufficient.   In  addition, 
most  have  the  expectation  that  their  cooperatives  will  be  profitable,  and  that 
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their  incomes  will  eventually  reach  the  level  approximating  those  of 
production  cooperative  members  in  the  private  sector.    UBPC  members  are 
working  longer  hours,  and  with  much  greater  effort,  because  they  believe  that 
they  will  be  the  beneficiaries.   Moreover,  it  is  apparent  that  now,  as  owners 
of  the  means  of  production,  they  take  better  care  of  their  equipment  and  farm 
implements.   The  UBPC  members  also  feel  empowered,  fcr  they  are  now 
participating  in  production  decisions  to  an  unprecedented  degree.  They  are 
electing  thei--  own  management,  sometimes  in  contested  elections  --  something 
quite  new  in  the  Cuban  political  scene. 

Whether  the  new  cooperatives  will  be  able  to  realize  their  potential, 
however,  depends  on  a  number  of  factors.   First,  the  cooperatives  are 
inheriting  a  highly  mechanized,  large-scale  agricultural  system  heavily 
dependent  on  modern  inputs.   Even  under  the  best  of  conditions,  this  system 
was  not  very  cost-effective.   With  supplies  of  petroleum  and  other  inputs  more 
than  halved,  this  system  has  been  undermined.   While  it  is  still  unclear  what 
will  replace  it,  and  whether  what  emerges  is  more  or  less  productive,  it  will 
almost  certainly  be  a  more  ecologically-benign  agriculture,  as  oxen  replace 
heavy  tractors  and  compost  substitutes  for  the  use  of  cnemical  fertilizers. 

A  second  issue  is  whether  the  cooperatives  will  have  sufficient  autonomy 
from  the  state  enterprises  to  become  viable  production  units.   Cuba's 
experience  with  the  private  production  cooperatives  in  the  1980s  demonstrated 
that  attempts  to  exert  too  much  state  control,  which  reduced  cooperative 
autonomy  and  members'  participation  in  decision-making,  usually  resulted  in 
membership  disaffection  and  a  lowered  commitment  to  the  viability  of  the 
cooperative.   Not  infrequently,  state  directives  in  terms  of  what  the 
cooperatives  should  plant  undermined  their  profitability.   My  worry  is  that 
the  UBPCs  are  being  formed  under  more  unfavorable  circumstances  than  were  the 
CPAs:   the  new  cooperatives  are  directly  linked  to  state  agricultural 


In  our  1991  household  income  survey  in  three  municipalities  the  income 
of  CPA  households  was  35  percent  higher  than  that  reported  by  households  of 
state  wage  workers.   The  highest  incomes  of  all  were  reported  by  individual 
peasant  farmers,  whose  incomes  were  61  percent  higher  than  those  of  state  wage 
workers'  households. 
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enterprises  and  these  members  do  not  have  their  own  autonomous  organization  to 
represent  their  interests  before  the  state.   Whether  the  tradition  of 
vertical  styles  of  command  can  be  revised  remains  to  be  seen. 

Preliminary  indications  suggest  that  production  plans  are  being 
negotiated  between  the  UBPCs  and  the  state  enterprises,  with  the  cooperatives 
sometimes  refusing  to  plant  crops  which  are  unprofitable  at  official  prices  or 
which  are  too  labor-intensive.   But  it  is  unclear  what  will  happen  if  some  of 
the  cane  UBPCs  decide  that  cane  production  is  too  unprofitable  under  current 
conditions  and  attempt  to  switch  from  cane  to  more  lucrative  crops. 

Another  problem  h?s  to  do  with  the  marketing  system.   The  UBPCs  are  to  be 
regulated  by  the  same  regime  which  governs  the  private  sector:   under  the 
plan,  they  contract  to  deliver  a  given  amount  of  produce  to  the  state  at  the 
official  price.   If  they  exceed  their  quota,  they  are  awarded  a  premium  for 
above-plan  production.   While  this  system  worked  reasonably  well  in  the  late 
1980s,  providing  incentives  for  the  CPAs  and  individual  farmers  to  produce 
above  the  plan  and  to  sell  this  surplus  to  the  state,  the  severe  shortages  of 
the  1990s  have  brought  about  an  explosion  in  food  prices  on  the  black  market. 

Since  early  1993  Cuban  officials  have  been  caught  in  a  catch  twenty-two. 
The  state  is  increasingly  unable  to  deliver  the  promised  level  of  rationed 
goods,  forcing  consumers  to  turn  to  the  black  market  to  augment  food  supplies. 
The  high  prices  on  this  market  create  incentives  for  workers  and  others  to 
pilfer  crops  and  inputs  from  the  state  farms,  in  turn  reducing  state  farm 
deliveries  to  the  urban  distribution  network.   Moreover,  the  spiraling  black 
market  prices,  and  the  shortages  in  many  basic  necessities  in  the  countryside 
(ranging  from  toiletries  to  shoes),  create  incentives  for  peasants  and  CPA 
members  --notwithstanding  how  committed  they  are  to  the  present  regime  --  to 


The  members  of  the  UBPC  are  to  remain  members  of  the  national 
Confederation  of  Cuban  Workers.   In  contrast,  members  of  the  private  sector 
CPAs  are  members  of  the  peasant  mass  organization,  ANAP  (Asociacion  Nacional 
the  Agricultores  Pequenos )  .   While  ANAP  has  a  checkered  history  in  terms  of 
effectively  defending  peasant  interests  before  the  state,  it  has  played  a 
critical  role  in  consolidating  the  private  sector  production  cooperatives. 
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barter  or  sell  foodstuffs  on  the  black  market,  further  reducing  potential 
supplies  in  the  state  distribution  system. 

One  factor  probably  motivating  Cuban  officials  to  take  the  dramatic 
step  of  cooperativizing  the  state  farms  was  so  that  state  farm  workers  feel 
like  owners  and  protect  their  fields  from  pilfering.   But  as  collective  owners 
will  they  be  any  less  inclined  than  other  farmers  to  engage  in  some  black 
market  trade?  Under  current  economic  conditions  this  seems  doubtful. 

I  believe  that  the  Cuban  government  has  no  choice  but  to  legalize  above- 
quota  sales.   Such  sales  were  legal  in  the  period  of  the  Free  Peasant  Markets 
(1980-86),  but  were  banned  when  the  leadership  saw  these  free  markets  leading 
to  too  much  inequality,  both  in  income  and  consumption  levels.   I  would  argue 
that  the  current  crisis  and  magnitude  of  the  black  market  is  generating  much 
broader  inequality  in  income  and  consumption  levels  than  existed  in  the  Free 
Peasant  Market  period.   To  be  consistent  with  its  own  principles,  not  to 
mention,  to  increase  food  supplies,  the  Cuban  leadership  will  sooner  or  later 
have  to  legalize  above-quota  sales  and  implement  an  effective  income  tax. 
Moreover,  if  the  leadership  wants  the  new  UBPCs  to  succeed,  it  cannot  just 

open  a  Free  Peasant  Market,  but  it  must  be  a  market  in  which  the  UBPCs  as  well 

4 
as  the  CPAs  and  peasants  can  trade  in  above-plan  production. 

The  other  alternative,  of  course,  would  be  to  disband  the  whole  system  of 
planned  production,  procurement  and  distribution.   But  this  is  highly  unlikely 
since  most  Cubans  would  be  unwilling  to  give  up  the  rationing  system  which  has 
guaranteed  a  minimum  diet  to  all.   Most  Cubans  I  know  are  horrified  by  the 


When  the  Free  Peasant  Markets  were  initially  opened  in  1980  the  CPAs 
were  encouraged  to  sell  their  above-plan  production  on  these;  however,  after 
1983  they  were  strongly  discouraged  from  doing  so,  with  their  participation  in 
these  markets  being  seen  as  a  corruptive  influence. 

As  Cuba  struggles  to  eliminate  its  huge  budget  deficit,  it  is  likely 
that  this  will  require  some  kind  of  reform  in  the  rationing  system.   Currently 
all  Cubans,  irrespective  of  income,  enjoy  the  same  subsidy  on  rationed 
foodstuffs.   For  some  time,  there  has  been  discussion  in  official  circles  on 
whether  the  subsidy  should  be  eliminated  for  upper  income  groups;  these 
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outcome  of  the  economic  reforms  in  the  Soviet  Union.   Many  look  hopefully  to 
China  as  an  alternative  model  of  a  more  gradual  transition  to  a  mixed  economy. 

As  I  mentioned  earlier,  I  consider  the  cooperativization  of  the  Cuban 
state  farms  potentially  as  significant  a  reform  as  the  Chinese  reform  of  the 
communes.   There  are  also  a  number  of  similarities  in  these  two  reforms. 
Where  they  are  most  similar  is  that  in  both  cases  ownership  of  land  has 
remained  nationalized.   Where  they  differ  is  that  in  the  Chinese  case  usufruct 
rights  passed  to  the  household  whereas  in  Cuba  these  have  passed  to  a 
production  cooperative. 

The  state  retains  a  critical  role  in  planning  production  in  both  cases. 
Farmers  sign  a  contract  to  sell  an  agreed-upon  amount  of  their  primary 
production  to  the  state  at  state-determined  prices.   In  the  Chinese  case, 
however,  above-plan  production  of  grain  may  be  sold  at  market-determined 
prices.   In  Cuba,  above-plan  production  of  all  crops  may  legally  only  be  sold 
to  the  state,  although  at  higher  prices  than  that  governing  planned 
production.  A  final  similarity  is  that  the  state  continues  to  play  a  major 
role  in  the  provision  of  agricultural  inputs  and  services,  although  the 
state's  role  with  respect  to  the  latter  is  greater  in  China  than  in  Cuba.   In 
China  the  state  (at  the  level  of  the  township)  often  carries  out  most 
mechanized  activities  on  private  plots;  in  Cuba,  in  contrast,  the  cooperatives 
have  the  opportunity  to  purchase  their  own  machinery. 

Turning  to  the  role  of  foreign  investment  and  possible  joint  ventures,  in 
the  Chinese  case  the  reform  of  the  communes  also  resulted  in  townships  being 
vested  with  the  autonomy  to  create  new  agro-industrial  and  other  enterprises, 
creating  extraordinary  opportunities  for  foreign  capital.   Although  it  is 
unclear  whether  Cuba's  new  cooperatives  will  be  allowed  to  engage  in  joint 
ventures,  foreign  investment  is  already  going  into  certain  agricultural 
rubrics  in  partnership  with  state  enterprises,  such  as  citrics  and  tobacco, 
and  into  agro-industry.   I  speculate  that  as  the  pace  of  reform  deepens  in 


households  would  still  be  guaranteed  access  to  rationed  foodstuffs,  but  at  a 
higher  price. 
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Cuba  —  which  it  has  to,  if  it  is  to  spur  economic  growth  —  officials  will  be 
forced  to  open  up  free  markets  in  agricultural  inputs,  and  trade  and 
investment  opportunities  in  this  sector,  in  addition  to  the  food  processing 
sector,  will  be  particularly  attractive. 

In  conclusion,  one  of  the  most  important  changes  of  the  past  year  is  that 
the  Cuban  leadership  has  finally  abandoned  its  previous  ideological  commitment 
to  state  farms  as  the  "superior  form"  of  socialist  production.   This  not  only 
demonstrates  a  new  flexibility  among  the  leadership  but  a  pragmatism  which, 
hopefully,  will  lead  to  the  legalization  of  above-plan  sale?  at  market- 
determined  prices  and  other  reforms. 

The  cooperativization  of  the  state  farm  sector  also  demonstrates 
considerable  political  acumen  on  the  part  of  Fidel  Castro.    By  making 
potentially  half  a  million  workers  owners  of  their  means  of  production  and 
guaranteeing  them  land  leases  in  perpetuity,  he  has  given  them  a  very  high 
stake  in  maintaining  Cuba's  current  government.   The  confidence  this  move 
implies  has  not  been  lost  on  Cuba's  agricultural  workers,  who  can  be  expected 
to  produce  more.   With  a  solid  political  base  in  the  countryside  and  new 
incentives  to  increase  agricultural  production  for  the  cities,  Castro  may  well 
be  able  to  weather  the  storm  of  the  collapse  of  COMECON.   By  maintaining 
political  stability,  he  could  very  well  pull  off  Cuba's  transition  to  a  mixed 
economy  based  on  a  welfare  state. 

As  the  largest  country  in  the  Caribbean,  Cuba  offers  excellent  prospects 
for  U.S.  trade  and  investment  if  it  remains  politically  stable.   It  represents 
a  market  of  eleven  million  people  only  90  miles  from  U.S.  shores.   Among  the 
main  beneficiaries  of  lifting  the  embargo  now  would  be  U.S.  agriculture  and 
the  animal  feed,  fertilizer,  and  farm  equipment  industries. 

In  addition  to  benefiting  U.S.  businesses,  lifting  the  embargo  will 
hasten  the  pace  of  economic  and  political  reform  in  Cuba.   In  the  post  Cold 
War  era,  the  embargo  can  only  be  viewed  as  an  inhumane  and  punitive  policy 
which  only  serves  to  unite  the  Cuban  people  behind  Fidel  Castro  and  the  cause 
of  Cuban  nationalism. 
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What  has  prompted  Cuba's  overture  to  foreign  investment? 

Cuba's  opening  to  foreign  investment  began  to  be  noticed  by  the 
international  media  in  1990  and  1991,  when  major  European 
corporations  initiated  significant  investment  projects  in  the 
tourism  sector.  In  fact,  however,  Cuba  laid  the  legal  groundwork 
for  this  opening  almost  a  decade  earlier.  In  1982,  Decree  Law  50 
officially  authorized  foreign  investment,  though  it  limited  foreign 
equity  to  49%  of  any  joint  venture.  While  subsidies  from  the 
socialist  world  continued,  Cuba  made  little  effort  to  actively 
attract  foreign  investment,  and  the  law  lay  virtually  unused  until 
the  early  1990s. 

In  a  November  1991  interview  with  the  author  Fidel  Castro 
bluntly  stated  the  motivation  for  the  new  campaign  to  attract 
investment.  He  said: 

"In  no  book  of  Marx,  Engles  or  Lenin  is  it  said  that  it 

is  possible  to  construct  socialism  without  capital, 

without  technology,  and  without  markets. . . . In  the  case  of 

a  small  island  like  Cuba... it  is  especially  difficult  to 

develop  using  one's  own  resources.  It  is  for  this  reason 

that  we  have  no  alternative  but  to  associate  ourselves 

with  foreign  companies  that  can  bring  capital,  technology 

and  markets. .  .  " 

Consequently,   the  Cuban  government  began  to   loosen  the 

restrictions  on  foreign  investment.  Article  14  of  the  new  Cuban 

constitution,   ratified   in   July   1992,   establishes   that   "the 

governing  economic  system  is  based  on  the  socialist  ownership  by 

all  the  people  of  the  fundamental  means  of  production  and  the 
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elimination  of  the  exploitation  of  man  by  man."  This  contrasts  with 
the  previous  constitution's  language,  which  gave  the  "people" 
ownership  of  all  means  of  production.  Interviews  with  Cuban 
officials  involved  in  drafting  the  constitution  suggest  the  clause 
is  intended  to  permit  outright  sale  of  Cuban  land  and  resources  for 
foreigners  if  that  is  deemed  in  the  "national  interest." 

In  October  1992  Castro's  chief  financial  advisor,  Carlos  Lage, 
announced  that  the  "Cuban  government  is  open  to  foreign  capital  and 
to  the  creation  of  enterprises  whose  capital  could  be  50,  80  or 
100%  foreign  capital."  In  April  1994  Cuba  eliminated  the  "State 
Committee  for  Economic  Collaboration"  and  replaced  with  a  new 
"Ministry  of  Foreign  Investment  and  Collaboration." 

What  form  have  these  efforts  taken? 

Three  types  of  foreign  investment  exist  in  Cuba. 
+  Joint  ventures  -  Transactions  in  which  a  Cuban  enterprise  and  a 
foreign  partner  jointly  invest  in  a  project.  Tourism,  medicine  and 
food  production  have  been  the  main  areas  of  joint  venture  activity. 
+  Production  agreements  -  Cuba  supplies  the  labor  and  facilities 
while  the  foreign  partner  supplies  equipment  and  materials.  The 
foreign  partner  may  become  an  exporter  or  distributor. 
+  Joint  account  -  The  foreign  partner  manufactures  and  distributes 
products  designed  in  Cuba,  assuming  the  risks  and  reaping  the 
subsequent  profits. 

In  February  1994,  the  Cuban  government  announced  that  129  Cuban 
companies  had  been  formed  through  links  with  foreign  investors.  Of 
the  total,  32  are  in  the  tourism  industry.  The  authorities  claim 
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that  149  additional  joint  venture  applications  are  pending.  The 
duration  of  the  partnerships  falls  in  the  10  to  25  year  range. 

Though  tourism  has  attracted  the  most  attention,  joint  ventures 
also  exist  in  oil  exploration  and  industrial  production. 
Investments  in  agriculture  have  been  quite  limited,  though  some  do 
exist  in  citrus  and  rice  production.  The  Cuban  authorities  have 
established  a  list  of  132  priority  "investment  opportunities".  They 
are  trying  to  attract  investor  interest  primarily  with  fiscal 
incentives,  including  tax  holidays  and  free  repatriation  of 
profits.  In  certain  circumstances,  Cuba  has  engaged  in  debt  for 
equity  swaps. 

What  countries  are  investing  in  and  trading  with  Cuba? 

Most  of  the  investment  comes  from  Spain,  followed  by  France, 
the  United  Kingdom,  the  Netherlands,  Italy  and  Sweden  in  descending 
order  of  importance.  Europe  has  invested  more  capital  than  the 
Americas,  including  Canada,  Mexico,  Chile  and  the  Caribbean 
nations. 

The  most  high  profile  recent  investment  was  announced  by 
Mitsubishi  of  Japan  in  April  1994.  The  company  intends  to  sell 
vehicles  and  spare  parts,  as  well  as  offer  maintenance  services.  It 
will  mainly  target  the  tourism  sector.  France,  Canada  and  the 
United  Kingdom  are  investing  in  the  oil  sector.  Spain  and  Italy 
have  mainly  concentrated  in  tourism.  Among  the  most  active  Spanish 
firms  is  Grupo  Sol,  which  has  invested  $78  million  in  the  Varadero 
peninsula.  Canada  has  several  significant  investments  in  nickel.  An 
Israeli  firm,  BM  Corporation,  has  invested  $22  million  in  citrus. 
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A  French  firm  will  market  the  renowned  Havana  Club  Rum 
internationally.  In  agriculture,  a  Dutch  firm  is  about  to  close 
negotiations  for  a  tobacco  investment,  and  a  Honduran  businessman 
is  contemplating  investing  $50  million  in  processing  palm  oil.  In 
telecommunications,  a  Mexican  businessman  has  invested  $8  million 
in  a  joint  venture.  The  Mexican  petroleum  company  Mexpetrol  SA  is 
discussing  with  the  Cuban  government  the  possibility  of  acquiring 
a  Cuban  oil  refinery,  to  be  paid  for  in  part  with  oil  refined  at 
the  same  installation. 

Several  factors  have  limited  foreign  investment.  Concern  about 
political  stability  has  led  to  caution.  At  times,  the  Cuban 
government  has  proven  difficult  to  work  with,  as  rules  change  and 
bureaucrats  adjust  to  the  new  circumstances.  There  is  also  some 
question  about  whether  purchasers  of  certain  properties  will  be 
able  to  obtain  clear  title.  U.S.  property  confiscated  immediately 
after  the  revolution  has  not  yet  been  compensated,  and  therefore 
some  property  titles  are  subject  to  dispute. 

The  authorities  are  vague  when  asked  the  total  value  of  foreign 
investment  in  the  country.  They  have  only  confirmed  that  the  amount 
invested  in  oil  exploration  is  close  to  $100  million. 

While  there  are  129  joint  investments  in  Cuba,  more  than  500 
foreign  corporations  had  registered  with  the  Cuban  Chamber  of 
Commerce  by  the  end  of  1993  and  were  thereby  entitled  to  engage  in 
commerce. 

According  to  the  CIA's  1993  "Handbook  of  Trade  Statistics",  in 
1992  Cuba's  top  five  suppliers  were  Spain,  Italy,  Canada,  France 
and  the  United  Kingdom,  in  that  order.  Its  top  five  export  markets 
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were  Canada,  Japan,  Spain,  Italy  and  Germany.  It's  top  four  export 
products  are  sugar,  nickel,  fish  and  tobacco,  in  descending  order 
of  magnitude.  Its  top  four  import  categories,  again  in  descending 
order  of  magnitude,  are  fuel,  food  (China  was  the  top  supplier  in 
1992),  machinery  and  semi-finished  goods. 

What  sectors  have  experienced  the  most  activity  and  why? 

The  tourism  and  mineral  extraction  sectors  have  experienced  the 
most  investment. 

Profits  in  the  tourism  sector  are  excellent,  and  investment 
recuperation  is  running  at  3  to  4  years.  Cuba  earned  $400  million 
in  gross  tourism  revenue  in  1992  and  about  $530  million  in  1993.  To 
date,  eleven  nationalities  have  invested  in  the  tourism  sector. 

The  excellent  returns  on  tourism  investment  are  partly  related 
to  Cuba's  natural  endowments.  It  is  an  extremely  beautiful  island 
with  many  pristine  beaches.  While  pollution  is  a  severe  problem  in 
some  areas,  most  tourist  resorts  are  free  from  contamination.  The 
Cuban  people's  natural  outgoing  temperament,  and  the  relatively  low 
crime  rate,  make  the  island  a  pleasant  place  to  visit.  Cuban  music, 
the  exuberance  of  its  youth  and  its  year-round  sun  all  add  to  the 
advantages.  From  the  business  perspective,  Cuban  labor  costs  are 
relatively  low,  and  its  population's  educational  level  is  quite 
high.  This  accounts  for  the  good  productivity  performance  of  Cuban 
workers,  especially  in  comparison  with  other  third  world  countries. 
The  Cuban  government  has  been  willing  to  provide  quite  generous 
investment  incentives  in  the  tourism  sector,  adding  to  its 
attractiveness . 
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However,  all  is  not  perfect.  The  Cuban  infrastructure  is 
deteriorating  due  to  shortage  of  resources  for  repairs.  Government 
rules  can  at  times  make  it  difficult  to  operate.  Obtaining  locally 
grown  fruits  and  vegetables  is  extremely  difficult,  and  most  food 
for  tourists  has  to  be  imported.  While  well  educated,  Cuban 
employees  have  not  traditionally  been  schooled  in  etiquette 
appropriate  for  a  service  industry,  and  hotel  service  at  times  has 
been  quite  poor.  Erratic  electricity  supply  means  all  installations 
must  have  their  own  generators,  adding  to  costs  and  inconvenience. 
Employees  can  not  freely  selected  from  the  Cuban  population  at 
large,  but  must  be  chosen  from  a  pool  supplied  by  the  government. 

Mineral  extraction  has  primarily  focused  on  oil  and  nickel.  Oil 
found  in  Cuba  to  date  has  had  a  high  sulfur  content,  and 
consequently  has  not  been  attractive  to  foreign  companies.  However, 
portions  of  Cuba's  off-shore  geological  formations  appear  nearly 
identical  to  those  of  Venezuela,  leading  companies  to  speculate 
that  similar  high  quality  reserves  may  be  located  there.  During  the 
Cold  War,  only  the  Soviet  Union  prospected  for  oil  in  Cuba.  The 
Soviet  Union's  technology  was  not  appropriate  for  off-shore 
drilling  in  Cuban  conditions,  so  exploration  had  concentrated  on- 
shore, where  the  poor  quality  oil  has  been  found.  Since  Western 
companies  became  involved,  off-shore  exploration  has  accelerated. 

Cuban  nickel  is  attractive  to  the  main  foreign  investor  in  that 
sector,  Canada,  because  of  its  quality.  Canadian  nickel  processing 
facilities  were  designed  to  use  a  certain  type  of  ore  found  in 
Canada.  As  Canadian  deposits  have  been  depleted,  Canada  has 
searched  for  alternative  sources.  Nickel  found  in  much  of  the  rest 
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of  the  world  would  require  some  technical  adjustments  of  the  plants 
due  to  the  different  mineral  composition  of  the  foreign  ore. 
Because  Cuban  ore  is  so  similar  to  Canadian  ore,  it  can  be 
processed  without  only  minor  adjustments. 

Cuban  agriculture,  presumably  an  area  of  interest  to  this 
committee,  has  attracted  far  less  investor  attention.  As  stated 
above,  the  main  investments  are  in  citrus  and  rice  cultivation, 
with  recent  evidence  of  interest  in  tobacco.  There  are  several 
reasons  for  this  the  relatively  low  level  of  interest.  Issues  of 
land  ownership  are  highly  politically  sensitive  in  Cuba,  and  it 
took  the  government  some  time  to  determine  policies  for 
agricultural  investments.  Even  now,  some  rules  are  unclear.  Food 
shortages  have  also  made  the  authorities  anxious  to  maintain  tight 
control  over  the  production  and  distribution  of  foodstuffs.  The 
relatively  well-educated  Cuban  population  is  not  anxious  to  work  in 
agriculture,  leading  to  labor  shortages  in  the  countryside. 
Finally,  except  for  tobacco,  agricultural  investments  do  not 
promise  to  produce  big,  relatively  quick,  hard  currency  profits. 
This  is  in  marked  contrast  to  the  tourism  and  mineral  sectors. 

In  the  area  of  trade,  imports  mainly  focus  on  oil  and  food  for 
the  obvious  reason  that  these  are  the  products  Cuba  most  needs,  now 
that  it  no  longer  has  a  subsidized  supply  from  the  Soviet  Union. 
The  primary  limit  on  such  imports  is  finance.  Cuba  declared  a 
moratorium  on  debt  service  payments  to  the  West  in  198  6,  and  its 
subsequent  drop  in  credit-worthiness  made  it  extremely  difficult  to 
obtain  loans.  Suppliers  willing  to  accept  unconventional  payment 
mechanisms,  including  countertrade  (barter),  debt  for  equity  swaps, 
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triangular  trade  and  other  innovations  find  ready  listeners  among 
Cuban  officials. 

Forfeited  Opportunities  for  U.S.  firms? 

It  has  become  fashionable  in  certain  circles  to  claim  that  the 
embargo  is  hurting  U.S.  economic  interests,  because  U.S.  firms  are 
excluded  from  an  important  market,  and  by  the  time  the  embargo  is 
lifted  the  most  attractive  economic  opportunities  will  be  occupied 
by  other  nationalities.  This  argument  is  partially,  but  not  fully, 
valid. 

It  is  certainly  true  that  some  foreign  firms  find  the  embargo 
useful.  A  businessman  in  the  agriculture  sector  who  came  from  a 
small  Caribbean  island  told  the  author  in  1992,  "This  is  one  of  the 
few  markets  in  which  we  are  protected  from  U.S.  competition.  I 
don't  have  to  worry  about  the  huge  rice  companies  from  the  U.S. 
blocking  my  way.  In  a  way,  the  embargo  does  us  a  big  favor." 
Another  businessman  in  the  ship-repair  sector,  also  from  a  small 
Latin  American  nation,  stated  that  his  firm  had  invested  in  Cuba's 
dry  dock  operation  so  that  when  the  embargo  is  lifted  it  will  be 
able  to  better  compete  against  the  United  States.  It  is  also 
plausible  that  many  of  the  most  attractive  tourism  development 
opportunities  could  well  be  occupied  within  the  next  two  to  three 
years. 

However,  this  does  not  tell  the  whole  story.  The  current 
investments  are  being  made  at  bargain  basement  prices.  Should  the 
embargo  be  lifted,  U.S.  businessmen  could  probably  convince  some 
current  investors  to  sell  their  properties  at  prices  which  provided 
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the  seller  with  a  healthy  profit  without  straining  the  U.S.  firm's 
finances.  Should  the  embargo  be  lifted,  U.S.  firms  could  negotiate 
joint  ventures  with  existing  investors,  driving  a  hard  bargain 
because  the  U.S.  firm  can  offer  an  advantage  not  available  to  other 
nationalities  -  its  location  in  Cuba's  biggest,  closest  future 
market. 

Finally,  many  of  the  investment  opportunities  in  Cuba  will  not 
be  attractive  to  rival  foreign  investors  until  the  economic  ground 
rules  are  changed  or  clarified.  This  is  particularly  true  in  the 
field  of  agriculture.  Should  Cuba  convert  to  a  full  market-style 
economy  before  the  embargo  is  lifted,  an  unlikely  but  not 
impossible  scenario,  then  indeed  sectors  now  only  marginally 
attractive  would  be  quickly  occupied.  Should  Cuba  continue  its 
partial  economic  reforms,  taking  two  steps  towards  a  market  economy 
followed  swiftly  by  one  step  backwards,  then  the  danger  of  U.S. 
firms  being  shut  out  of  many  sectors  of  the  Cuban  economy  declines 
proportionately . 
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Good  morning.  My  name  is  William  A.  Messina,  Jr.,  and  I  am  the  Executive  Coordinator  of 
the  International  Agricultural  Trade  and  Policy  Center  at  the  University  of  Florida,  which  is  part  of  the 
Department  of  Food  and  Resource  Economics  in  the  Institute  of  Food  and  Agricultural  Sciences. 

I  have  been  asked  to  testify  before  this  subcommittee  this  morning  based  upon  research  which 
our  Trade  Center  is  presently  conducting  on  the  agricultural  sector  in  Cuba. 

I  would  like  to  emphasize  that  our  research  is  NOT  intended  to  suggest  that  the  trade  embargo 
with  Cuba  should  be  lifted.  And  we  are  NOT  considering  questions  such  as  if,  when,  or  under  what 
circumstances  the  embargo  might  be  lifted. 

Rather,  we  are  attempting  to  provide  information  on  the  current  state  of  agriculture  in  Cuba  in 
an  effort  to  piovidc  yo\i\,j-uM\.tJS  such  U  yourselves,  us  well  09  Statu  legislator!,  U.S.  agribusinesi  firms 
and  other  groups  with  useful  information  to  incorporate  into  the  discussion  and  debate  regarding  the 
embargo. 

Our  preliminary  research  has  identified  agricultural  commodity  sectors  in  the  U.S.  which  would 
be  expected  to  face  additional  competition  under  a  scenario  of  open  trade  between  the  U.S.  and  Cuba. 
The  research  has  also  identified  agricultural  commodity  sectors  which  may  be  expected  to  benefit  from 
a  lifting  of  the  current  trade  embargo. 
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My  objective  in  this  brief  presentation  is  to  identify  commodities  which  fall  into  both  categories 
and  to  provide  a  few  brief  comments  regarding  important  issues  and  questions  surrounding  each  of  the 
commodities. 

Our  research  indicates  that  there  is  a  potential  for  significant  additional  competition  for  U.S. 
producers  of  sugar,  citrus,  vegetables,  marine  and  seafood  products  and  tobacco  under  a  scenario  of  open 
trade  with  Cuba. 

With  regard  to  sugar,  you  are  all  aware  mat  access  to  the  U.S.  market  is  limited  by  a  tariff  rate 
quota  Thus,  the  primary  question  here  is  how  much  of  an  import  quota  might  be  allocated  to  Cuba  given 
that  the  equivalent  volume  of  sugar  would  need  to  be  withdrawn  from  other  countries  who  presently  have 
an  import  quota  allocation. 

Cuba's  citrus  sector  is  already  benefitting  from  foreign  investment  from  Chile,  Israel,  Spain  and 
Greece.  As  a  result,  Florida  fresh  grapefruit  exporters  are  beginning  to  feel  the  impact  of  increased 
competition  from  Cuba  in  the  European  market.  It  is  my  understanding  that  a  representative  from  the 
Florida  citrus  industry  will  be  providing  testimony  to  this  subcommittee  later  this  morning  and  they  will 
no  doubt  provide  more  detail  on  this  topic. 

Prior  to  the  embargo,  Cuba  was  an  important  supplier  of  fresh  vegetables  to  the  U.S.  market. 
Our  preliminary  research  indicates  that,  in  the  initial  stages,  any  expansion  which  occurs  in  fresh 
vegetable  production  in  Cuba  may  be  channeled  to  tourist  hotels  and  resorts  on  the  island.  However, 
depending  upon  the  level  of  investment  which  occurs,  this  demand  may  be  quickly  satisfied,  at  which  time 
Cuba  would  be  expected  to  begin  exporting  to  the  U.S.  market.  You  will  also  hear  more  detailed 
information  on  this  commodity  sector  later  in  these  hearings  when  a  representative  from  the  Florida  Fruit 
and  Vegetable  Association  will  be  testifying. 

At  one  time,  Cuba  was  a  major  player  in  regional  and  world  marine  and  seafood  product  markets. 
Given  the  diversity  of  the  Cuban  industry,  if  the  trade  embargo  were  lifted,  they  would  offer  additional 
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competition  to  some  sectors  of  the  U.S.  fisheries  industry,  while  providing  another  source  for  selected 
types  of  fish  of  which  the  U.S.  is  a  net  importer.  It  should  be  noted  that  the  Cuban  fishing  fleet  is 
largely  tied  up  at  the  docks  at  present  due  to  the  lack  of  fuel  oil.  However  the  Cuban  government  is 
currently  trying  to  attract  foreign  investment  to  this  sector. 

Tobacco  represents  an  especially  interesting  case.  When,  during  the  Carter  administration,  the 
question  of  lifting  of  the  trade  embargo  with  Cuba  was  briefly  considered,  U.S.  cigar  manufacturers 
expressed  interest  in  importing  Cuban  leaf  tobacco  for  wrappers  and  filler,  but  also  expressed  their 
objections  to  the  importing  of  cigars  which  would  represent  additional  competition  for  their  products. 
U.S.  tobacco  growers,  obviously,  will  have  a  different  set  of  concerns. 

On  the  other  side  of  the  issue,  our  research  has  also  identified  potential  export  opportunities  for 
U.S.  firms  for  commodities  such  as  rice,  selected  cereal  grains,  cotton,  potatoes,  and  in  particular  for 
agricultural  inputs  such  as  fertilizers,  pesticides,  animal  feed  and  agricultural  machinery. 

Cuba  has  consistently  been  a  net  importer  of  rice,  thus  there  would  be  potential  for  U.S.  rice 
producers  to  expand  their  exports  into  the  Cuban  market. 

Cuba  is  also  a  net  importer  of  selected  grains,  cotton  and  potatoes  which  offers  another  potential 
opportunity  for  U.S.  agriculture  under  a  scenario  of  open  trade  and  commercial  relations. 

Given  the  breakdown  of  support  and  subsidization  from  the  former  Soviet  Union,  Cuba's  ability 
to  import  agricultural  inputs  such  as  fertilizers,  pesticides  and  animal  feed  has  been  severely  limited. 
This  is  the  case,  as  well,  for  agricultural  machinery  and  replacement  parts  for  older  equipment.  If  the 
embargo  were  lifted,  the  demand  for  these  products  in  Cuba  could  be  especially  large. 

Please  recognize  that  the  amount  of  competition  and  the  degree  of  opportunity  for  U.S. 
agribusiness  from  a  lifting  of  the  trade  embargo  with  Cuba  would  be  largely  dependent  upon  the  level 
of  investment  which  flows  into  the  individual  commodity  sectors  in  Cuba.  We  are  continuing  our 
research,  under  a  grant  from  the  John  D.  and  Catherine  T.  MacArthur  Foundation,  with  the  ultimate  goal 
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of  being  able  to  provide  quantitative  estimates  of  the  dollar  impacts  of  trade  flows  between  the  U.S.  and 
Cuba,  if  the  embargo  were  to  be  lifted,  under  differing  levels  of  investment. 

More  detailed  information  on  all  of  these  topics  was  provided  to  your  staff  earlier,  and  our  list 
of  current  publications  has  been  included  as  part  of  my  testimony. 

Thank  you  for  allowing  me  to  testify  this  morning.  I  hope  that  you  have  found  this  information 
useful  and  I  will  entertain  questions  at  this  time. 

(Attachment  follows:) 
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Publications  Available  from  the  University  of  Florida, 

International  Agricultural  Trade  and  Policy  Center  on  the 

Potential  Impact  of  Resumption  of  Trade  and  Commercial 

Relations  with  Cuba  on  the  Agricultural  Sector 

in  Florida  and  the  U.S. 


POTENTIAL  IMPORTS  FROM  CUBA 

Adams,  Chuck     /In  Overview  of  the  Cuban  Commercial  Fisheries  Industry  September  199Z.    IW92-28. 

Alvarez.  Jose.  Cuba's  Sugar  Industry  in  the  1990s:  Potential  Export!  to  the  U  S  and  World  Marketi-  February  1992  (including 
April  24,  1992  addendum).    IW92-2. 

Behr,  Robert  M.  and  Gene  Albiigo.    Cuba's  Citrut  Industry.   October  23,  1991 

YanSioklo,  John  and  William  A.  Messina,  Jr.    Cuba's  VcjecUblc  Industry  Pcbruary  1993.    IW93-3. 

POTENTIAL  EXPORTS  TO  CUBA: 

Alvarez,  Jose  and  William  A  Messina.  Jr.  Cuba's  Rice  Industry    Potential  Imports  from  Florida.  September  1992.  IW92-27. 

Alvarez,  Jose  and  William  A.  Messina,  Jr.    Potential  Exports  of  Florida  Agricultural  InpuU  to  Cuba.    Fertilisers.  Pcattcidca. 
Animal  Feed  apd.  Machinery.   December  1992.    IW92-33. 

Metiina,  William  A.  Jr.  and  Jose  Alvarez     Potential  Cuban  Importi  of  Selected  Florida  Field  Crops:    Cereals.  Cotton  and 
Potatoes.    December  1992.    1W92-34. 

SUMMARY  DOCUMENT  (Contains  brief  summaries  of  the  above  studies,  background 
on  the  interest  in  the  issue  of  U.S.-Cuba  trade  and  justification  for  further  research.) 


Ah/arcz,  Jose  and  William  A.  Messina.  Jr.  Challenges  and  Opportunities  for  Florida  Agriculture  from  Future  Trade  with  Cuba: 
Preliminary  Findings  and  Justification  for  Further  Research     March  1993.    1W93-5. 

Puerti.  Ricardo  A.  and  Jose  Alvarez.     Organization  and  Performance  of  Cuba  Agriculture  at  Different  Levels  of  Stale 
Intervention.    July  1993.    IW93-14. 

Please  mail  your  request  for  any  of  the  above  publications  to: 

International  Agricultural  Trade  &  Polioy  Center 
X  William  A   Meisina.  Jr  ,  Executive  Coordinator 
Food  ft  Resource  Economics  Dept. 
P.  O.  Box  110240 
University  of  Florida 
Gainesville,  FL  32611-0240 
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RICE  MILLERS'  ASSOCIATION  AND 

U.S.  RICE  PRODUCERS  GROUP 

MAY  19,  1994 

Good  morning  Mr.  Chairman  my  name  is  David  Graves.  I  am 
president  of  The  Rice  Millers'  Association  (RMA).  I  appear  here  this 
morning  on  behalf  of  RMA  and  the  U.S.  Rice  Producers  Group.  RMA  is 
the  national  trade  association  of  the  U.S.  rice  milling  industry.  Members 
are  both  farmer-owned  cooperatives  and  privately  owned  mills,  as  well  as 
affiliated  companies  engaged  in  inspection  and  freight  services, 
warehousing,  exporting,  food  manufacturing,  equipment  manufacturing, 
port  authorities,  stevedoring,  shipping  and  other  industry  representatives. 
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The  U.S.  Rice  Producer's  Group  is  an  organization  composed  of  rice 
producers  and  affiliated  rice  organizations  located  in  the  main  rice 
producing  states  of  Arkansas,  California,  Louisiana,  Mississippi  and 
Texas. 

U.S.  Rice  Trade 

Trade  has  historically  been,  and  will  continue  to  be,  critical  to  the 
U.S.  rice  industry.  The  U.S.  exports  roughly  half  of  the  rice  it  produces, 
and  is  the  second  leading  exporter  of  rice  in  the  world.  The  U.S.  share 
of  world  rice  trade  has  ranged  from  16  percent  to  28  percent.  In  1993, 
the  U.S.  held  an  18  percent  share  of  world  trade.  The  U.S.  industry's 
largest  global  competitor  is  Thailand,  which  maintains  an  average  market 
share  of  about  35  percent.  Today,  U.S.  rice  is  sold  in  1 1  6  countries  and 
is  widely  recognized  for  quality  and  the  U.S.  is  considered  a  reliable 
supplier.  The  U.S.  is  also  a  diversified  supplier,  exporting  both  long  and 
medium  grain  types  of  rice  with  a  wide  range  of  processing. 

Current  major  export  destinations  for  U.S.  include  the  European 
Union  (EU),  Mexico,  Saudi  Arabia,  Turkey,  Haiti,  Iran  and  South  Africa. 
Japan  recently  began  importing  large  volumes  of  U.S.  rice  on  an 
emergency  basis  and  will  be  one  of  our  largest  import  markets  in  1994. 
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U.S.  and  Cuba  Rice  Trade 

At  one  time,  Cuba  was  the  largest  single  importer  of  U.S.  rice, 
preferring  to  buy  the  U.S.  product  because  of  quality,  proximity  and 
reliable  supply.  Cuba  purchased  U.S.  rice  on  a  commercial  basis.  In 
1951,  Cuba  imported  a  peak  volume  of  approximately  250,000  tons  of 
U.S.  rice  which  represented  about  half  of  total  U.S.  exports  at  the  time. 
In  1993,  a  250,000  ton  market  for  U.S.  rice  would  have  accounted  for 
approximately  9  percent  of  total  exports. 

Cuba's  share  of  total  U.S.  exports  varied  considerably  from  year-to- 
year,  ranging  from  17  to  51  percent  in  the  ten-year-period  prior  to  the 
embargo  in  1960.  Also,  in  the  ten-year-period  prior  to  the  embargo 
Cuba's  rice  imports  appeared  to  be  on  a  declining  trend  because  of 
domestic  production  expansion.  Since  the  embargo,  Cuba's  annual 
imports  have  averaged  around  200,000  tons,  with  primary  import  origins 
of  Thailand  and  China. 

The  type  of  rice  purchased  by  Cuba  from  the  U.S.  was  a  high 
quality  U.S.  long  grain  product.  In  the  years  since  the  embargo,  Cuba  has 
imported  a  lower  grade  product, both  long  and  medium  grain. 
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The  U.S.  rice  industry  believes  once  the  U.S.  government  has  lifted 
the  embargo,  Cuba  will  again  become  a  significant  market  for  U.S.  rice. 
Because  of  the  structural  changes  that  have  occurred  in  Cuba  and 
changing  food  consumption  patterns,  it  is  possible  that  a  post-embargo 
Cuba  may  not  immediately  be  in  a  position  to  commercially  import  the 
same  high  quality  U.S.  rice  it  had  in  the  past.  However,  the  U.S.  rice 
industry  views  the  Cuban  market  as  one  of  great  potential.  Once  the 
embargo  is  no  longer  in  place,  the  U.S.  industry  will  expect  to  re-enter  the 
Cuban  market  and  will  work  closely  with  the  U.S.  government  to  make 
use  of  any  government  programs  which  may  assist  in  maximizing 
potential  gains  in  this  important  market. 
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National  Pork  Producers  Council 

Washington  Office 

501  School  Street.  S  W  .  Suite  400 
Washington.  DC  20024 
(202)  554-3600 
FAX  (202)  554-3602 

Statement 

of  the 

National  Pork  Producers  Council 

on  the 

Implications  of  Trade  with  Cuba 

before  the 

Foreign  Agriculture  and  Hunger  Subcommittee 

May  19,  1994 

Mr.  Chairman,  and  members  of  the  Subcommittee,  thank  you  for  the 
opportunity  to  testify  on  the  implications  of  trade  with  Cuba  on  the  United 
States  pork  industry.   My  name  is  Karl  Johnson.    I  am  a  pork  producer  from 
Mankato,  Minnesota  and  the  immediate  past  president  of  the  National  Pork 
Producers  Council  (NPPC)  and  currently  serve  as  chairman  of  our  industry's 
trade  committee. 

The  NPPC  represents  the  nation's  pork  producers  and  their  families 
through  45  affiliated  state  organizations.   The  pork  industry  is  the  fourth 
largest  agricultural  commodity  in  the  United  States,  generating  more  than 
$66  billion  in  economic  activity  while  employing  more  than  764,000  people 
from  production  through  processing. 

The  intent  of  my  testimony  today  is  not  to  comment  on  our  government's 
political  or  economic  policies  regarding  Cuba,  but  rather  the  potential  trade 
implications  for  the  U.S.  pork  industry,  should  trade  relations  be 
normalized.    To  this  end,  should  trade  relations  be  re-established,  we 
believe  that  Cuba  has  the  potential  to  become  one  of  the  largest  pork  import 
markets  in  the  Caribbean. 

To  put  Cuban  pork  export  opportunities  into  perspective,  the  subcommittee 
may  know  that  the  U.S.  pork  industry  is  aggressively  working  to  expand  its 
exports.    As  the  subcommittee  may  further  realize,  the  U.S.  pork  industry  is 
the  world's  lowest  cost  producer  and  that  pork  is  the  meat  of  choice  in  the 
world.    Specifically,  pork  accounts  for  approximately  44  percent  of  the  meat 
protein  consumed  around  the  globe.  Yet,  the  U.S.  exports  only  2.5  percent  of 
its  annual  production.   As  a  result,  any  market  and  particularly  one  with  the 
potential  of  Cuba  are  of  great  interest  to  the  U.S.  pork  industry. 

While  verifiable  statistics  for  Cuba  are  difficult  to  obtain.  Foreign  Agricultural 
Organization  (FAO)  estimates  indicate  that  their  1990-1992  annual  imports 
of  pork,  prepared  meat  and  canned  meat  averaged  25.359  metric  tons.    The 
United  States  exported  none  of  this  total.    Put  into  perspective,  the 
approximately  1 1  million  person  population  in  Cuba  imports  roughly  the 
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same  quantity  of  pork,  canned  and  prepared  meat  that  our  industry 
exported  to  Mexico  in  1993.    Based  upon  our  industry's  experience  in  other 
Caribbean  markets,  should  trade  relations  be  established  with  Cuba,  we 
believe  significant  opportunities  for  pork  and  pork  product  trade  would 
develop.    This  export  potential  stems  from  greatly  increased  demand  from 
the  hotel  and  restaurant  sector,  not  only  from  native  Cubans  but  also  from  an 
increase  in  tourism. 

Cuba  has  traditionally  imported  pork  and  pork  products  from  other  non- 
market  economy  countries.    It  is  our  understanding  that  the  majority  of  this 
trade  occurred  under  barter-type  transactions.    With  the  collapse  of  the 
Soviet  Union,  these  opportunities  for  trade  have  been  significantly 
diminished.   At  the  same  time,  pork  production  in  Cuba  has  reportedly  been 
significantly  reduced  as  well. 

A  significant  concern  to  our  industry  is  that  the  trade  opportunities  with 
Cuba  may  be  lost  to  the  highly  subsidized  and  predatory  pricing  practices  of 
the  European  Union  (EU).    Our  concern  is  well  founded.   The  Europeans, 
particularly  the  Netherlands  and  Denmark  control  a  majority  of  the  current 
pork  trade  activity  throughout  the  Caribbean.    In  an  increasingly  competitive 
global  marketplace,  we  do  not  want  the  market  potential  in  Cuba  to  also  be 
lost  to  our  European  competition. 

We  believe  that  Cuba  offers  significant  potential  for  exports  for  the  U.S.  pork 
industry  given  our  proximity  to  this  market  and  our  status  as  the  low  cost 
producer  in  the  world.    Specifically,  we  believe  that  Cuba  could  likely 
become  one  of  the  top  ten  export  destinations  for  U.S.  pork,  if  upon  trade 
liberalization,  our  industry  could  capture  a  significant  share  of  the  Cuban 
pork  import  market. 

Mr.  Chairman,  thank  you  for  the  opportunity  to  testify  before  you  today.    I 
will  attempt  to  answer  any  questions  you  or  other  members  of  the 
Subcommittee  may  have. 
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Statement  of  Mr.  John  G.  Reed,  Jr. 

Vice  President,  International 
Archer  Daniels  Midland  Company 

Subcommittee  on  Foreign  Agriculture  and  Hunger 

Committee  on  Agriculture 

U.S.  House  of  Representatives 

May  19,  1994 

"Cuba  -  An  Important  Potential  Market  for  U.S.  Oilseed  Products" 


Thank  you  for  the  invitation  to  appear  at  this  hearing.  My  remarks  will  focus  on  the 
potential  importance  of  the  Cuban  market  for  U.S.  vegetable  oils  and  oilseed  meals  in  the 
post-Uruguay  Round  environment. 

In  a  letter  submitted  for  this  hearing,  the  National  Oilseed  Processors  Association  (NOPA) 
points  out  that  Cuba's  annual  imports  during  the  last  six  years  have  averaged  115,000 
MT  of  vegetable  oil  and  300,000  MT  of  oilseed  meal.  These  averages  would  be 
significantly  larger  if  it  were  not  for  the  sharp  decline  in  the  Cuban  economy  since  1990. 
Per  capita  consumption  of  fats  and  oils  declined  31  percent  during  the  past  3  years,  and 
new  supplies  of  oilseed  meals  declined  36  percent  These  recent  declines  in 
consumption  and  import  demand  should  be  steadily  reversed  once  the  Cuban  economy 
begins  to  recover. 

It  seems  clear  that  normalization  of  U.S.  commercial  relations  with  Cuba  would  allow  the 
U.S.  oilseed  industry  to  compete  for  a  substantial  market  with  considerable  growth 
potential.  Our  geographic  proximity,  low  cost  production,  and  favorable  logistics  should 
give  us  a  significant  competitive  advantage. 

I  would  like  to  put  that  geographic  market  potential  into  the  context  of  the  post-Uruguay 
Round  environment,  especially  for  vegetable  oil. 


100 


During  recent  years,  the  U.S.  has  used  the  EEP,  SOAP,  and  COAP  programs  to  make 
our  vegetable  oil  exports  price-competitive  with  subsidized  exports  from  other  origins. 
However,  the  Uruguay  Round  Final  Act  requires  the  U.S.  to  reduce  its  subsidized 
vegetable  oil  exports  by  79  percent  -  from  677,000  MT  per  year  to  141,000  MT  per  year  - 
over  the  Round's  six  year  implementation  period.  At  the  same  time,  the  vegetable  oil 
exports  of  our  principal  competitors  -  Argentina,  Brazil,  the  EU,  and  Malaysia  -  will  not  be 
constrained  in  any  way  by  the  Uruguay  Round.  To  the  contrary,  while  we  will  be  sharply 
reducing  vegetable  oil  exports  under  EEP,  SOAP,  and  COAP,  our  competitors  will  be  free 
to  maintain  or  expand  all  of  their  subsidized  vegetable  oil  exports. 

One  may  logically  ask  how  the  U.S.  emerged  from  the  Uruguay  Round  negotiations  in 
such  an  inequitable  position.  The  answer  is  very  simple:  EEP,  SOAP,  and  COAP  are 
classified  as  export  subsidies  under  the  Agricultural  Agreement  of  the  Round,  and  hence 
are  subject  to  the  Round's  reduction  commitments  for  export  subsidies.  On  the  other 
hand,  none  of  the  trade-distorting  practices  for  vegetable  oil  utilized  by  our  principal 
competitors  are  classified  as  export  subsidies,  and  hence  none  of  those  practices  are 
subject  to  reduction  or  constraint. 

In  the  post-Uruguay  Round  environment,  when  our  vegetable  oil  export  subsidies  will  be 
drastically  curtailed  while  our  competitors'  subsidized  exports  continue  without  GATT 
restraint,  it  will  become  increasingly  important  for  the  U.S.  oilseed  industry  to  obtain 
access  to  nearby  markets  where  logistical  advantages  can  help  offset  our  competitors' 
unfair  trade  practices.  Cuba  would  clearly  represent  such  a  market  if  commercial 
relations  with  the  U.S.  were  normalized. 

(Attachment   follows:) 
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May  17,  1994 

Honorable  Tim  Penny,  Chairman 

Subcommittee  on  Foreign  Agriculture  and  Hunger 

Committee  on  Agriculture 

U.S.  House  of  Representatives 

Washington,  D.C.  20515 


PHONE: 
(202)  452-8040 

FAX: 

(202)  835-0400 


Dear  Mr.  Chairman: 

This  letter  is  to  provide  you  with  the  possible  implications  for  the  U.S. 
oilseeds  industry  of  restoration  of  U.S.  trade  with  Cuba.  Please  feel  free  to 
include  it  in  the  record  of  your  hearing  on  the  implications  of  U.S.  trade 
with  Cuba  scheduled  for  May  19,  1994 


Cuba  is  a  significant  importer  of  oilseed  products  from  the  world  market. 
While  little  information  is  available  on  Cuba's  oilseeds  sector,  it  appears 
that  the  country's  oilseed  production  is  quite  small.  Most  of  its  domestic 
needs  for  protein  meal  and  vegetable  oil  appear  to  be  supplied  by  imports. 

According  to  Oil  World,  the  authoritative  German-based  industry 
publication,  Cuba's  average  imports  of  protein  meals  and  fats  and  oils 
during  the  87/88  through  92/93  marketing  years  were  as  follows: 


COMMODITY 

Soybean  meal 
Sunflowerseed  meal 
Total  Meals 


AVG.  CUBAN  IMPORTS 

210,317  MT 

90,267  MT 

300,584  MT 


JOHN  MARCH 
Chairman 


CHARLES  BAYLESS 
1st  Vice  Chairman 


C   LOCKWOOD  MARINE 
2nd  Vice  Chairman 


MERRITTE  PETERSEN 
1st  Vice  President 


PATRICK  E   WRIGHT 
2nd  Vice  President 


J   RICHARD  GALLOWAY 
Secretary 


JOHN  BURRITT 
Treasurer 


JAMES  W   LINDSAY 
Immediate  Past  Chairman 


SHELDON  J   HAUCK 
President 


Soybean  oil 
Sunflowerseed  oil 
Palm  oil 
Animal  fats 
Total  fats  and  oils 


23,733  MT 

82,083  MT 

9,783  MT 

99,283  MT 

214,882  MT 


Because  of  the  U.S.  embargo  on  trade  with  Cuba,  all  of  Cuba's  protein 
meal,  fat  and  oil  imports  are  supplied  by  countries  other  than  the  U.S.  The 
principal  suppliers  of  protein  meals  have  been  Argentina,  China,  Brazil, 
and  the  Former  Soviet  Union  (FSU).  The  principal  suppliers  of  vegetable 
oils  have  been  Argentina,  the  FSU,  China,  and  Italy.  The  FSU  and  the 
European  Union  appear  to  have  been  the  principal  suppliers  of  animal 
fats.  The  value  of  Cuba's  average  annual  imports  of  protein  meals,  fats 
and  oils  are  approximately  $140  million  based  on  current  prices. 

Were  the  U.S.  to  lift  the  embargo  on  Cuba,  it  is  very  likely  that  the  U.S. 
would  capture  practically  all  of  Cuba's  imports  of  protein  meals.  Our 
proximity  to  the  Cuban  market,  combined  with  our  large  exportable 
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supplies  of  protein  meals,  would  allow  us  to  be  the  most  competitive 
supplier  of  protein  meal  to  Cuba.  Our  capability  to  capture  a  share  of 
Cuba's  vegetable  oil  imports  would  depend  on  the  availability  of  export 
assistance  for  sales  to  Cuba  under  the  Export  Enhancement  Program,  the 
Sunflower  Oil  Assistance  Program  (SOAP),  and  the  Cottonseed  Oil 
Assistance  Program  (COAP).  Because  of  Cuba's  dire  financial 
circumstances,  U.S.  exports  of  protein  meals  and  vegetable  oils  might  be 
contingent  on  the  availability  of  GSM  financing  . 

If  the  embargo  on  Cuba  were  to  be  lifted  and  the  Cuban  economy  began 
to  grow,  the  Cuban  market  likely  would  become  a  large  market  for  U.S. 
protein  meals  and  vegetable  oils  in  the  future.  However,  as  long  as  the 
embargo  is  in  place,  it  will  be  our  competitors  that  supply  the  Cuban 
market. 

Cordially, 


ftfu*  ann*»k — - 

Sheldon  J.  Hauck 
President 


T155 
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TESTIMONY  OF 

CARL  B.  LOOP,  JR.,  PRESIDENT 

FLORIDA  FARM  BUREAU  FEDERATION 

BEFORE  THE  SUBCOMMITTEE  ON  FOREIGN  AGRICULTURE  AND  HUNGER 

OF  THE  HOUSE  AGRICULTURE  COMMITTEE 

MAY  19,  1994 

Trade  with  Cuba  is  filled  with  many  unknowns.     Those  unknowns  are  what  our 

members  are  the  most  concerned  about.  In  November  1  993,  the  delegate  body  of  our 

members  passed  the  following  policy  statement: 

"We  oppose  the  importation  of  any  agricultural  products 

from  Cuba  under  its  present  form  of  government." 

This  position  did  not  come  about  without  serious  and  lengthy  deliberation.     Our 

delegates  recognized  that  there  would  be  both  positives  and  negatives  that  would 

accrue  to  agriculture  and  the  State  of  Florida  from  opening  trade  with  Cuba. 

The  rapidly  changing  political  status  in  the  world  already  has  made  us  rethink  market 
impacts  and  strategies  with  our  neighbor  to  the  south.  After  over  thirty  years  of 
informational  drought,  with  virtually  no  contact,  either  culturally  or  from  a  professional 
agricultural  perspective  (production,  marketing  and  so  on)  what  we  know  about  Cuba 
is  limited.  We  are  all  on  a  very  short  and  rapid  learning  curve,  we  thirst  for 
information  on  Cuban  agriculture.  We  have  watched  and  listened  with  interest  as  we 
have  heard  of  marketing  agreements  signed  between  Cuba  and  Mexico,  Chile  and 
Israel.  These  international  agreements  appear  to  be  a  way  to  entice  capital  for  certain 
infrastructure  needs  as  well  as  position  Cuban  products  in  the  international  market- 
place. 
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What  we  are  hearing  at  this  time,  is  that  with  the  loss  of  the  Soviet  bloc  as  a  trading 
partner,  Cuba  is  suffering  from  the  lack  of  hard  currency  to  purchase  needed  goods. 
This  has  placed  added  burdens  to  their  economy  and  their  basic  infrastructure.  As 
partnerships  are  developed  and  capital  begins  to  flow  into  Cuba,  we  expect  the 
infrastructure  to  be  a  priority  area  for  upgrading.  As  an  example,  we  suspect  that  old 
and  outdated  processing  and  packing  equipment  will  be  upgraded  rapidly  by  these 
international  partners. 

There  are  several  things  that  we  do  know  about  Cuba.  They  are  a  major  grapefruit 
producer  and  we  have  seen  Cuban  grapefruit  in  competition  with  Florida  grapefruit  in 
the  European  market.  The  Cuban  sugar  acreage  makes  them  a  significant  sugar 
producer  although  their  processing  capacity  is  limited  and  the  equipment  is  old.  Cuba 
is  recognized  worldwide  as  a  producer  of  high  quality  tobacco  and  tobacco  products, 
especially  cigars. 

The  unknowns  loom  much  larger.  The  lack  of  fertilizer  and  agri-chemicals  make  us 
wonder  about  the  condition  and  potential  of  their  citrus  industry.  We  feel  that  the 
Cuban  citrus  industry  is  poised  to  become  a  major  exporter  of  fresh  grapefruit  through 
simply  improved  production  techniques.  The  Cuban  citrus  industry  is  a  sleeping  giant 
that  capital  in  the  form  of  fertilizer  and  agri-chemicals  can  turn  on  overnight.  Human 
capital  in  the  form  of  labor  is  also  a  major  concern.  While  our  growers  must  meet 
certain  socio-economic  standards  for  their  employees,  we  understand  that  the  Cuban 
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government  utilizes  school  children  and  others  in  almost  a  forced  labor  situation  to 
produce  and  harvest  the  citrus  crop.  This  translates  into  a  massive  subsidy  and  gives 
an  unfair  advantage  to  Cuban  citrus  in  the  world  market. 

There  are  similar  concerns  with  sugar.  We  understand  that  some  of  the  sugar  mills 
are  old  and  have  outdated  technology.  We  think  that  there  will  be  a  capital  infusion 
into  the  Cuban  sugar  industry.  This  capital  will  upgrade  or  even  develop  new  sugar 
mills  and  we  will  see  an  increase  in  Cuban  sugar  production  with  no  new  acreage 
being  planted.  This  increase  in  production  will  come  through  increased  efficiency. 
Again,  we  see  that  Cuba  has  an  advantage  through  their  use  of  human  capital.  Sugar 
is  a  labor  intensive  crop  and  current  Cuban  governmental  policies  certainly  give  them 
unfair  advantage  over  our  producers  in  the  world  market. 

Let  me  expand  our  concerns  to  include  vegetables.  Historically,  when  we  traded  with 
Cuba  they  produced  significant  quantities  of  winter  vegetables.  Forty  (40)  years  ago, 
Florida  growers  could  compete  because  of  abundant  low  cost  land,  technology  and 
infrastructure.  Today,  the  tables  have  turned  somewhat.  Growers  now  must  plant 
several  crops  on  the  same  land  because  of  limited  availability.  Through  our  regulatory 
framework,  growers  must  now  make  significant  investments  in  their  sites  and  farm 
them  more  intensely.  An  example  of  this  is  that  the  state  Growth  Management  Act 
mandates  that  any  change  in  land  use  must  be  approved  and  permitted.  To  change 
from  native  or  improved  pasture-to  tomatoes-would  require  permitting  by  the  water 
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management  district  at  considerable  cost  to  the  grower.  To  be  able  to  irrigate  those 
tomatoes,  the  grower  must  have  a  consumptive  use  permit  to  pump  water.  This 
permit  is  granted  for  five  years  and  if  not  used  in  that  five  years,  the  well  will  not  be 
permitted  for  use  in  the  future.  This  effectively  destroyed  the  five  to  seven  year 
rotation  that  was  used  for  weed  and  disease  control.  This  then  forces  the  grower  to 
use  a  fumigant  (methyl  bromide)  at  the  cost  of  $300-400  per  acre.  But  now,  because 
of  the  Clean  Air  Act,  we  are  facing  a  ban  on  methyl  bromide  in  2001 .  I've  used  this 
as  an  example  because  it  shows  how  the  state  and  federal  government  policy  impacts 
our  domestic  growers.  Yet,  the  Cuban  industry  does  not  face  similar  constraints  and, 
in  fact,  benefits  from  preferential  government  policies. 

Another  concern  is  that  of  phytosanitary  protection.  The  brown  citrus  aphid  has  been 
identified  in  Cuba  and  is  a  major  source  of  worry  to  Florida.  Due  to  the  lack  of 
knowledge  of  plant  pests  and  diseases  that  occur  in  Cuba,  the  agricultural  industry  is 
fearful  of  trade,  the  increased  tourist  traffic  and  the  increased  opportunity  for  pest 
introductions  into  our  state.  If  recent  eradication  efforts  for  citrus  canker  are  any 
indication,  the  financial  burden  for  eradication  will  fall  to  Florida's  growers  and 
citizens. 

The  final  concern  is  that  Cuba  may  become  a  preferential  trading  partner  with  the 
United  States.  Our  members  are  concerned  that  if  Cuba  changes  its  form  of 
government,  that  it  could  be  included  under  the  Caribbean  Basin  Initiative  or  have 


107 


preferential  trade  treatment  negotiated.  Such  preferential  treatment  by  our 
government  would  truly  compound  and  magnify  the  least  cost  advantage  already  built 
in  by  their  domestic  governmental  policies. 

At  this  point,  let  me  hasten  to  add  that  we  also  see  some  positives  in  trade  with  Cuba. 
First,  the  most  obvious  beneficiaries  are  our  ports  and  transportation  industries.  Both 
in  exports  and  imports,  Florida  would  serve  as  the  doorway  for  Cuban  trade.  Multi- 
modal transportation,  land-sea  container  systems,  piggyback  truck  and  rail  systems 
and  other  innovative  systems  would  move  products  rapidly  to  and  from  Cuba.  This 
would  establish  a  strong  trade  highway  that  would  bridge  the  short  distance  from 
Florida  to  Cuba. 

Agricultural  trade  that  would  benefit  Florida  would  probably  be  limited  to  the  livestock 
and  forestry  sectors.  Breeding  animals  would  probably  be  the  largest  positive  trade 
item  in  the  livestock  sector.  Florida  already  supplies  Central  and  South  American 
countries  with  cattle  and  horse  foundation  stock.  The  poultry  will  also  provide  eggs, 
meat  and  young  hatchlings  to  Cuba. 

We  expect  the  forestry  sector  to  provide  both  lumber  and  paper  products  to  Cuba. 
These  products  are  currently  in  demand  and  as  the  Cuban  economy  strengthens  they 
will  be  even  more  in  demand. 
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The  major  beneficiary  in  agriculture  will  be  the  feed  grain  industry.  Currently,  as  we 
understand  it,  very  little  livestock  is  fed  in  Cuba.  We  expect  this  to  change  as  the 
Cuban  economy  strengthens.  As  animal  feeding  increases,  so  will  feed  grain  demand. 
Unfortunately,  we  don't  see  the  entire  demand  being  met  by  the  United  States.  We 
expect  other  feed  grain  producing  countries,  especially  in  South  America  to  fill  a 
portion  of  Cuba's  demand.  Unfortunately,  Florida  as  a  grain  deficit  state,  will  be 
unable  to  capitalize  in  this  area. 

As  you  fully  understand,  trade  with  Cuba  is  a  complex  issue  filled  with  unknowns  with 
both  pitfalls  and  opportunity.  As  you  study  this  issue,  we  ask  that  you  examine  it 
carefully  and  attempt  to  minimize  the  pitfalls  and  maximize  the  opportunities.  We  also 
ask  that  you  understand  that  while  Florida  is  a  rapidly  growing  state  with  almost  14 
million  residents,  we  are  still  an  agricultural  state.  We  have  over  $6  billion  dollars  in 
farm  gate  receipts,  about  forty-thousand  farms  and  employ  about  two  hundred 
thousand  people  over  the  course  of  a  year.  While  Florida's  economy  appears  to  be 
tourist  based,  agriculture  accounts  for  almost  30%  of  our  state's  economic  base. 

Thank  you  for  this  opportunity  to  appear  before  you  and  offer  our  thoughts  on  this 
important  issue. 
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Before  the 

COMMITTEE  ON  AGRICULTURE 

SUBCOMMITTEE  ON  FOREIGN  AGRICULTURE  AND  HUNGER 

U.S.  HOUSE  OF  REPRESENTATIVES 

May  19,  1994 


Testimony  of 

Bobby  F.  McKown 

Executive  vice  President 

FLORIDA  CITRUS  MUTUAL 

Lakeland,  FL 

Regarding  the  Likely  Implications 

of  Agricultural  Trade  with  Cuba 

for  the  U.S.  Citrus  Industry 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  Bobby  F. 
McKown,  Executive  Vice  President  of  Florida  Citrus  Mutual.  FCM 
represents  more  than  90  percent  of  the  Florida  growers  of  citrus 
fruit  for  processing,  and  a  large  proportion  of  all  U.S.  growers  of 
citrus  fruit  for  fresh  consumption.  I  am  pleased  to  appear  before 
you  today  to  offer  our  comments  on  the  likely  implications  of 
agricultural  trade  with  Cuba  for  the  U.S.  citrus  industry.  Like 
most  Americans,  we  welcome  any  future  changes  in  the  political 
structure  of  Cuba  which  enhance  personal  freedom  and  economic 
growth.  But  we  must  also  be  realistic  about  the  impact  of  any  new 
trading  relationship  between  the  U.S.  and  a  country  which  has 
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already  achieved  a  highly  developed,  government  supported  citrus 
sector. 

The  citrus  industry  is  one  of  the  most  import-sensitive 
agricultural  commodity  sectors  in  the  United  States.  Because  of 
that,  U.S.  negotiators  for  both  the  North  American  Free  Trade 
Agreement  and  the  Uruguay  Round  Agreement  worked  to  ensure  that  the 
U.S.  citrus  industry  would  not  be  crippled  by  imports  of  fresh 
citrus  and  citrus  products  that  receive  artificial  support  from 
their  respective  governments,  or  that  are  produced  under  regulatory 
conditions  that  impose  far  lower  costs  than  we  face  in  the  United 
States.  To  that  effect,  the  NAFTA  contains  a  tariff  rate  guota  and 
a  price-based  tariff  snapback  which  are  designed  to  discourage  non- 
preferential  foreign  suppliers  from  adjusting  prices  to  match  those 
of  their  competitors'  who  benefitted  from  preferential  tariff  rates 
and  government  support.  Likewise,  the  Uruguay  Round  Agreement 
limits  tariff  reductions  on  fresh  citrus  and  citrus  products  to  15 
percent  over  the  entire  staging  period. 

Even  given  these  restraints,  however,  the  U.S.  citrus  industry 
must  re-double  its  efforts  to  maintain  its  share  of  the  global 
citrus  market.  Citrus  production  is  expanding  in  various  parts  of 
the  world,  partly  in  response  to  the  granting  of  tariff  concessions 
on  fresh  citrus  and  citrus  products  by  the  U.S.  government.  The 
Caribbean  Basin  Initiative  of  1984,  for  example,  provided  for  duty- 
free treatment  for  fresh  citrus  and  citrus  juices  imported  from  21 
beneficiary  countries  in  Central  America  and  the  Caribbean. 
Already,  the  Dominican  Republic  and  Honduras  are  converting  sugar 
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cane  fields  to  citrus  groves.  Mexico,  under  NAFTA,  is  also 
expected  to  increase  its  citrus  production.  Tariff  reductions  on 
citrus  resulting  from  these  and  other  similar  trade  agreements  have 
already  had  a  devastating  impact  on  the  domestic  industry.  Taken 
cumulatively,  the  tariff  concessions  have  led  to  long-term  price 
suppression  in  citrus  markets. 

In  an  effort  to  ameliorate  the  effects  of  increased  citrus 
production  resulting  from  broad  tariff  concessions,  the  U.S. 
Administration  has  provided  written  assurance  to  the  U.S.  citrus 
industry  that  Cuba,  already  a  major  citrus  producer,  would  not  be 
accorded  CBI  or  NAFTA  preferential  tariff  treatment  or  duty-free 
treatment  for  citrus  products  should  the  U.S.  trade  embargo  against 
Cuba  be  lifted. 

This  written  assurance  is  critical  to  the  future  of  the  U.S. 
citrus  industry  because  of  the  already  highly  developed  nature  of 
the  Cuban  citrus  industry.  The  Cuban  citrus  industry  before  the 
1959  revolution  was  guite  small.  Since  1959,  however,  the  policy 
of  the  Cuban  government  has  been  to  promote  the  production  of  fresh 
citrus  and  processed  citrus  products  and  to  increase  trade  and 
domestic  consumption  of  these  products.  In  fact,  the  citrus 
industry  has  been  targeted  by  the  Cuban  government  for  development 
as  the  leading  agricultural  industry.  As  a  result,  the  Cuban 
government  has  invested  heavily  in  the  development  of  its  citrus 
industry.  This  investment  has  taken  several  forms,  including 
research  programs,  public  investment  expenditures  in  citrus 
production  programs,  and  favorable  loans  to  support  development. 
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The  long-term  impact  of  these  support  programs  should  not  be 
underestimated.  Grove  investment  yields  continuing  results 
throughout  the  productive  life  of  the  tree  —  as  long  as  25  years  - 
-  long  after  current  government  support  is  reduced  or  halted.  Any 
subsidies  received  now  will  have  continuing  negative  effects  on  the 
Florida  industry  for  many  years  to  come. 

In  addition,  geographical  proximity  to  Florida,  including  a 
similar  climate  and  similar  agricultural  production,  make  Cuba  an 
ideal  location  for  citrus  production.  Prior  to  1990,  Cuba 
primarily  exported  to  Eastern  European  countries;  today  its  export 
outlets  have  shifted  to  other  more  lucrative  markets.  There  are 
over  141,750  hectares  devoted  to  citrus  production,  yielding  over 
1  million  tons  of  citrus  products. 

Cuba's  citrus  industry  continues  to  develop  as  the  result  of 
new  government  policies  on  foreign  investment.  Already,  the  Cuban 
government  has  negotiated  third-party  marketing  arrangements  with 
companies  in  several  countries,  including  Chile  and  Israel.  Israel 
is  particularly  well  known  for  its  expertise  in  citrus  production. 
The  Cuban  government  recently  concluded  a  joint-venture  arrangement 
with  BM  Corporation,  a  Tel  Aviv-based  citrus  grower  which  intends 
to  boost  Cuban  citrus  production  to  1.6  million  tons  by  1995.  That 
figure  represents  a  60  percent  increase  over  current  levels  of 
Cuban  production.  By  comparison,  U.S.  citrus  production  was  12.5 
million  tons  in  1992. 

U.S.  citrus  growers  are  likely  to  face  strong  competition  from 
Cuban  growers,  even  if  the  U.S.  trade  embargo  is  not  lifted.   Cuba 
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is  currently  concentrating  on  upgrading  the  quality  of  Cuban 
oranges,  grapefruit  and  other  citrus  in  an  attempt  to  begin  large- 
scale  exports  to  Western  Europe.  By  using  Israeli  drip-irrigation 
technology,  which  regulates  the  flow  of  water  and  fertilizer  to 
each  tree,  and  modern  sorting  machines,  which  discard  bruised  or 
unsightly  fruit,  the  Cuban  producers  are  preparing  for  a  shift  in 
exports  from  Soviet  and  Eastern  European  customers  to  Western 
European  and  American  customers.  As  a  result,  Cuban  growers  are 
likely  to  experience  an  increased  market  share  in  those  regions, 
particularly  if  they  engage  in  aggressive  pricing  tactics. 
Increased  sales  of  Cuban  citrus  to  Westerners  will  undoubtedly  have 
a  significant  impact  on  domestic  U.S.  supply  and,  ultimately,  on 
prices.  Lifting  the  trade  embargo  will  merely  open  up  more  markets 
for  imports  of  Cuban  citrus. 

The  U.S.  citrus  industry  has  actively  taken  steps  to  counter 
the  effects  of  the  many  artificial  advantages  which  have  been 
available  to  its  competitors.  Specifically,  the  U.S.  industry  has 
undertaken  to  promote  specialty  products  abroad  based  on  consumer 
identification  with  Florida  quality.  Declining  citrus  tariff  rates 
in  other  consuming  countries  also  provide  additional  export 
opportunities,  although  low  commodity  pricing  on  fresh  citrus  and 
citrus  juice  is  dependent  on  a  complex  set  of  interrelated 
circumstances,  including  government  support  policies  and  transient 
weather  conditions. 

At  the  same  time,  Congress  and  the  Administration  must  ensure 
that  the  Florida  citrus  industry  competes  with  the  Cuban  citrus 
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industry  on  a  non-preferential  basis  once  the  trade  embargo  is 
lifted.  According  the  Cuban  citrus  industry  CBI  beneficiary 
treatment  or  NAFTA  parity  would  have  devastating  effects  on  the 
U.S.  citrus  industry.  It  would  be  contrary  to  the  written 
guarantee  the  Administration  provided  to  the  U.S.  citrus  industry 
in  seeking  Congressional  support  for  the  NAFTA,  which  resulted  in 
a  substantial  tariff  reduction  for  citrus  imports  from  Mexico,  a 
major  supplying  country. 

We  thank  the  Subcommittee  for  their  foresight  in  examining  the 
realistic  consequences  of  lifting  the  trade  embargo  against  Cuba 
and  the  likely  impact  it  would  have  on  U.S.  trade  in  agriculture 
and  especially  citrus. 

I  would  be  pleased  to  respond  to  your  questions. 
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13889  SOUTH  DIXIE  HIGHWAY 
MIAMI,  FLORIDA  33176 

May  25,  1994 

The  Honorable  Tim  Penny 

Subcommittee  on  Foreign  Agriculture  and  Hunger 

U.S.  House  of  Representatives 

Washington,  D.C.   20515 

Dear  Chairman  Penny: 

I  want . to  express  my  appreciation  to  you  and  the  other  members  of 
the  subcommittee  for  conducting  this  hearing  on  the  implications 
for  U.S.  agriculture  of  trade  with  Cuba  and  ask  that  this 
correspondence  be  made  part  of  the  official  record. 

I  am  sure  that  during  the  course  of  the  hearing  it  will  become 
abundantly  clear  that  most  sectors  of  American  agriculture  stand 
to  gain  a  great  deal  from  a  resumption  of  trade  between  the  two 
nations . 

I  wanted  to  take  this  occasion  to  share  with  you  the  observations 
of  the  late  President  Nixon.   His  views  are  contained  in  his  last 
book  —  Bevond  Peace  —  released  just  days  before  his  death  in 
April.   President  Nixon,  whose  anti-communist  credentials  remained 
impeccable  throughout  his  life,  has  this  advice  for  U.S.  policy- 
makers in  1994. 

"In  the  case  of  both  Cuba  and  Vietnam,  the  question  before 
us  now  is  how  we  can  best  serve  our  own  national  interest,  the 
interests  of  the  people  of  those  two  nations,  and  the  interest 
of  the  world  community:  by  the  closed  door  or  the  open  door? 

In  the  case  of  Cuba,  much  of  the  pressure  to  keep  our 
economic  embargoes  in  force  derives  from  the  long-standing 
belief  particularly  among  many  in  the  Cuban  exile  community, 
that  this  is  the  best  way  to  bring  a  swift  end  to  the  cruel 
and  destructive  Castro  regime.   It  is  true  that  the  collapse 
of  the  Soviet  government  and  the  subsequent  cutoff  of  Soviet 
economic  subsidies  have  put  heavy  new  pressures  on  Castro. 
The  privation  is  brutal.   Economic  conditions  on  the  island, 
bad  before,  have  become  far  worse.   His  police  state  has 
nevertheless  maintained  its  iron  grip. 

The  plain  fact,  painful  though  it  may  be  to  face,  is  that 
after  thirty-five  years  of  Castro's  rule,  the  hard  line 
against  him  has  failed  to  get  rid  of  him.   It  is  time  to  shift 
the  central  focus  of  our  policies  from  hurting  Cuba's 
government  to  helping  its  people.   It  is  unlikely  that  Castro, 
an  isolated  survivor  of  the  Soviet  world,  could  again  mount  a 
serious  subversive  threat  in  this  hemisphere,  even  if  Cuba's 
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economy  improves.   Meanwhile,  the  condition  of  his  people  is 
desperate  and  growing  worse.   They  need  food,  they  need  the 
basic  essentials  of  everyday  life,  they  need  the  rudiments  of 
a  functioning  economy,  and  they  need  freedom. 

The  unigue  nature  of  the  relationship  between  the  United 
States  and  Cuba  gives  us  a  special  responsibility  toward  its 
people.   As  long  as  it  seemed  reasonable  that  severe  economic 
pressures  would  help  them  overthrow  the  Castro  dictatorship, 
it  was  appropriate  to  maintain  those  pressures.   As  long  as 
Castro  was  part  of  a  global  network  of  communist  aggressors, 
the  embargo  strengthened  international  security.   But  the 
network  has  vanished,  and  our  best  service  to  the  Cuban  people 
now  would  be  to  build  pressure  from  within  by  actively 
stimulating  Cuba's  contacts  with  the  free  world.   What  has 
worked  in  China  now  has  the  best  chance  of  working  in  Cuba. 

This  means  we  should  drop  the  economic  embargo  and  open  the 
way  to  trade,  investment,  and  economic  interaction,  while 
insisting  that  ideas  and  information  be  allowed  to  flow  as 
freely  as  goods.   Today's  global  economy  is  essentially  a 
market  economy.   Where  the  market  system  penetrates,  it 
carries  along  the  seeds  of  political  and  economic  reform.   We 
should  put  the  challenge  to  Castro:  If  he  wants  his  people  to 
prosper,  then  let  him  open  the  door  to  goods  and  ideas.   If  he 
insists  on  keeping  it  shut,  it  will  be  clear  beyond  guestion 
that  only  his  fear  of  freedom  stands  in  the  way  of  his 
people's  escape  from  privation.   If  he  opens  it,  then  he  opens 
it  also  to  the  winds  of  freedom." 

As  an  American  businessman  of  Cuban  heritage,  I  have  a  strong 
concern  for  the  conseguences  of  our  policy  towards  Cuba.   I  am 
sure  you  will  learn  from  others  during  the  course  of  the  hearing 
that  prior  to  enactment  of  the  Cuban  Democracy  Act  of  1992, 
foreign  subsidiaries  of  U.S.  companies  sold  over  $900  million  of 
goods  to  Cuba  —  75%  of  which  were  foods  and  medicines.   With 
passage  of  the  CDA  such  sales  were  prohibited.   In  part  as  a 
result  of  this  prohibition,  the  plight  of  the  Cuban  people  has 
worsened  while  those  at  the  top  remain  unaffected.   It  is  hard  for 
me  to  understand  how  this  is  in  America's  best  interest. 

I  urge  the  subcommittee  to  give  serious  consideration  to  President 
Nixon's  counsel  —  to  serve  our  own  national  interest  and  the 
interests  of  the  people  of  both  nations  by  dropping  the  embargo 
and  opening  the  way  to  trade,  investment,  and  economic 
interaction,  while  insisting  that  ideas  and  information  be  allowed 
to  flow  as  freely  as  goods., 

Thank  you  for  examining  this  important  topic. 

Respectfully  yours, 


cS^ 


J 
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Francisco  G.  Aruca 
President 
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May   13,    1994 


Honorable  Timothy  J.  Penny,  Chairman 
House  Committee  on  Agriculture 
435  Cannon  House  Office  Building 
Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

The  Indian  River  Citrus  League  is  a  trade  association  representing 
1,600  growers  in  the  world-famous  Indian  River  Citrus  District,  which 
is  located  in  a  six-county  region  stretching  from  Daytona  to  West 
Palm  Beach,  on  Florida's  East  Coast.  It  is  a  region  which  has  had  a 
rich  agricultural  history  going  back  to  the  late  1800's. 

Mr.  Chairman,  on  behalf  of  our  growers,  I  would  like  to  direct  my 
comments  towards  the  impact  of  Cuban  trade  on  the  Indian  River 
citrus  industry.  This  six-county  area  has  34  packing  houses,  5 
processing  plants,  and  225,000  acres  of  citrus,  and  employs  1  out  of 
every  5  people  in  the  work  force.  It  provides  a  regional  economy  in 
excess  of  $2  billion.  Citrus  has  been  the  backbone  of  the  economy 
for  this  region  despite  ups  and  downs  with  tourism  and  other  minor 
local  industries.  Agriculture  has  been  steadfast  in  its  ability  to 
provide  economic  stability  to  the  region. 

We  are  gravely  concerned  with  the  possibility  of  free  trade  with 
Cuba  due  to  the  fact  thp.t  Cuba  ha?  a  formidable  citrus  industry  with 
350,000  acres  of  citrus  in  production,  20  packinghouses,  each  with  a 
capacity  of  1,250  cartons  per  hour.  By  1995,  Cuba  expects  to  be 
producing  1.6  million  tons  of  citrus  which  is  a  60%  increase  over 
current  levels.  Cuba  ranks  14th  in  the  world  in  citrus  production 
and  with  the  increases  that  are  projected  will  undoubtedly  go  to  4th 
or  5th  in  the  world.  Fresh  Cuban  grapefruit  is  already  competing 
against,  and  injuring  our  export  markets. 

Cuban  grapefruit  has  historically  been  sold  in  Communist  Eastern 
Block  countries  but  with  the  demise  of  Communism  it  is  now  competing 
against  Florida  and  Indian  River  .grapefruit  in  the  world  markets  due 
to  the  fact  that  the  Cuban  government  is  involved  with  every  aspect 
of  Cuban  citrus  production,  export  and  trade  to  that  end  it  gives  a 
Cuban  grower  an  unfair  economic  advantage  in  the  markets  in  which 
Indian  River  growers  are  competing.  Currently  Cuba  sells  at,  or 
below,  the  cost  of  production  made  possible  in  part  by  the 
utilization  of  state  mandated  child  labor  and  substantial  government 
subsidies.   Also,  their  growing  season  is  similar  to  Florida's  and 
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they  can  produce  citrus  at  a  fraction  of  our  cost  due  to  a  complete  lack  of 
local,  regional,  state,  or  federal  environmental  restrictions.  Thus,  a 
Cuban  grower  only  90  miles  from  Florida,  would  have  a  tremendous  advantage 
over  a  Florida  grower  in  his  ability  to  sell  cheaply  into  our  domestic 
market. 

Also,  as  you  know,  Israel  receives  $10  billion  a  year  in  United  States'  aid 
and  we  have  now  found  that  Israel  is  investing  in  the  Cuban  industry  which 
directly  competes  against  the  Florida  citrus  industry  in  the  world 
marketplace.  We  have  requested  the  Florida  delegation  to  research  this 
issue.  This  type  of  investment  and  development  could  have  grave 
consequences  on  our  industry  for  it  basically  allows  a  friendly  nation  to 
invest  in  a  Communist  nation  which  will  compete  against  our  Florida  citrus 
industry. 

We  urge  you  to  consider  these  facts  when  considering  trade  with  Cuba  for  it 
will  undoubtedly  injure  many  Americans  growing  an  American  product  on 
American  soil.  Our  growers  have  been  struggling  to  make  ends  meet  with 
back-to-back  years  of  red  ink  and  they  don't  need  an  unlevel  playing  field 
with  a  neighboring  Communist  country. 

Sincerely, 

/*/t*/f'e«  @ ■  /  ~*  ■  i-v«~^— < — 
Douglas  C.  Bourn ique  / 
Executive  Vice  President 
INDIAN  RIVER  CITRUS  LEAGUE 
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